




ll up 


Most § 


ging” 
int of 
stock, 
fewer 
more, 


€ cur- 
y nor 
S are 
1Ment 
| com- 
itility 
com- 
10ices 
Onics, 


“the 
be in- 
th in- 
F such 
), De- 

Elec- 
o the 
Jones 
% in 
w too 
‘Nsion 
Then 
e line 
otect- 
ir £e- 

as a 


ow rey 
on is 
oping 
e dis- 
s “to 
e pro- 
elfare 
iid he 
mmit- 
nsider 


Jiffer- 
man- 


as af- 
es of 


>rofa- 


costs 
ution 
cost 


in and 


, 1955 











Eastern 
Controllers 


Conference 


TORONTO 
APRIL 28-30 


MARCH 1955 











PRICING TO MAXIMIZE RETURN ON 
INVESTMENT 


James H. Rushton 


DISTRIBUTION COST CONTROL 


with particular reference to Sales Compensation 


Donald A. Gaudion 


EVALUATION OF ACCOUNTING PERSONNEL 


Harold Howarth 


ACCOUNTING AND BUDGETING FOR 
SOCIAL AGENCIES 
Allen C. Ritz 





60c| Ed 


eg /2t “uot! ‘roqry uuy 
T¥O ALBIQTT * TUM%, 


UVBtyotl Jo Aytsreatup 












a 






= ea Geer) 12] oo 










DoOooOeanAAA 
ms = 





New MONRO*MATIC 
brings the time-saving, 





om 7 e 
work-saving efficiency on 
4 
* . a" 
of “Automation to “. 
e 4 
every day figuring! Qe 
Monroe, the most automatic of all calculators, brings you faster on the Monroe 8N. From routine arithmetic to pay- 
Automation, today’s labor-saving industrial miracle. roll and invoice work, to the most intricate statistical cal- 
Take the new Monro*Matic 8N, for instance, intro- culations, it eases through them all! And, after each prob- 
duced just a few months ago. Business men were quick to lem, the 8N automatically readies the carriage for the next. 
recognize the 8N as the one calculator that reduces work- The Man from Monroe, listed in your classified tele- 
a-day figuring to feeding numbers, pushing buttons. phone book, has the whole story. He’ll show you why 
On zeros and decimals alone, because they are fully Monroes, the only calculators with Automation, breeze 
automatic, the 8N is way ahead. Work flows faster and through your toughest figuring work. And the trial is 
chance of human error is eliminated. Multiplication and on us! Monroe Calculating Machine Company, Inc., 


division, in fact every type of figuring problem is easier, Orange, New Jersey. Branches Everywhere. 


OPERATORS WHO KNOW... PREFER M O N R O E CALCULATING, ADDING, ACCOUNTING MACHINES 
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A thorough foundation in Accounting Elements 
and General Accounting is acquired through com- 


GRAPHIC OUTLINE OF THE IAS COURSE 


To prepare each student for his specific vocational objective, LAS offers an 
elective program covering a wide range of accounting and allied subjects. 





then selects from the electives* shown on the 
chart those leading to his immediate job- 
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letion of the first 40 assignments. The student objective. 
P & J 
. BASIC INTERNAL CORPORATION 
AuOITING] AUDITING ACCOUNTING |] ECONOMICS 
BASIC COST|_|BUSINESS MANAGEMENT FINANCIAL 
ACCOUNTING] | STATISTICS a CONTROL ANALYSIS 
BASIC COST ADVANCED |_| BUSINESS BASIC 
ACCOUNTING; |COST ACCOUNTING! | STATISTICS) | AUDITING 
BASIC COST |_| CORPORATION BASIC |_| PUBLIC 
ACCOUNTING |_| GENERAL ACCOUNTING ACCOUNTING) | ACCOUNTING! | AUDITING AUDITING 
ELEMENTS 
FEDERAL |_| ACCOUNTING |_| C.P.A. 
ECONOMICS!) weoME TAX! | LAW COACHING 
AT THIS POINT A SERIES OF 
ELECTIVES, COVERING THE 
‘ BUSINESS MANAGEMENT FINANCIAL 
TO BE CHOSEN. THE MOST ECONOMICS cratisTics CONTROL | ANALYSIS 
LOGICAL COMBINATIONS 
FOR SPECIFIC GOALS ARE 
SHOWN ON THIS CHART 
2) 
Q BUSINESS 
a ECONOMICS cr ricritst OFFICE MANAGEMENT 
“ee 4 
St 
) 
) * An elective consists of 10, 20, or 30 comprehensive study assignments, as indicated by the length of the bar on the chart. 
Thus the IAS elective program enables the stu- Graduate, the IAS student can broaden his 
'y° dent to progress directly to his specific goal. knowledge of accounting and management 
al- Then, through the Life Scholarship Privilege through study of any, or all, of the other elec- 
b- earned by each Diploma Course (90 assignments) tives, at no additional cost. 
xt. 
e- The school’s 24-page catalogue is available free upon request. Address 
§ 8 q 
ny your card or letter to the Secretary, LAS, at the address below. 
Ze 








INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence Schoot Since 1903 


209 WEST JACKSON BOULEVARD : CHICAGO 6, ILLINOIS 
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INSERTING & 
MAILING MACHINE 


Saves 80% 


Gathers and Stuffs 1 to 8 
Enclosures * Seals « Meters 
Postage or Prints Postal 
Indicia ¢ Counts ¢ Stacks 
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Learn More...Use Coupon 

Raha ane eee 

INSERTING & sieas 
MAILING MACHINE CO. 


PHILLIPSBURG, NEW JERSEY 
( Send WIDER HORIZONS WITH MECHANIZED 
MAILING 


(0 Tell us more about economy of INSERTING 
& MAILING MACHINE 
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When capital changes affect income from an invest- 
ment portfolio—how can the Tax Man get the facts and 
information needed for correctly computing gain and 
loss for federal income tax purposes? 


For more than two decades top tax specialists have 
turned to the authoritative pages of SINCLAIR-MURRAY 
CAPITAL CHANGES REPORTS for this kind of data. In 
its three encyclopedic loose leaf Volumes the complete 
capital changes histories of over 12,000 corporations 
are set forth and kept continually up to date through 
fast, regular loose leaf ‘‘Reports."’ 

Included in its comprehensive coverage of this field 
are full details on the federal tax aspects of stock 
rights, stock dividends, liquidating distributions, ex- 
changes in reorganizations, dividends on preferred 


* Sinclair, Murray & Co., Inc., is a wholly owned 
subsidiary of Commerce Clearing House, Inc. 


‘SINCLAIR-MURRAY CAPITAL CHANGES REPORTS* 


stock redemptions, nontaxable and capital-gains cash 
dividends, interest on bonds ‘‘traded flat,'’ amortizable 
premium on convertible bonds, and the like. 


Then, too, there is everything needed in handling the 
federal tax problems peculiar to taking deductions on 
worthless securities, war casualty losses and recoveries, 
and the dividends received credit for corporate holders 
of certain public utilities stocks. 


Not a statistical service, not a financial advisory serv- 
ice—these fill their own place in reporting financial 
events. SINCLAIR-MURRAY CAPITAL CHANGES RE- 
PORTS is concerned not with reporting financial events 
as such, but is exclusively concerned with reporting in- 
stead how certain financial events affect the tax picture 
of the security holder. 

RCE: CLEARING; House. InG.. 


ANAND AVN 


PYVUBLISBHERS OF TOPICAL LAW REPORTS 


214 N. MICHIGAN Ave, 522 Firtu Ave. 1329 E Street, N. W. 
CHICAGO 1 New York 36 WASHINGTON 4 
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P.S. TO DEPRECIATION POLICY 
UNDER THE 1954 REVENUE CODE 


Editors, THE CONTROLLER: 

Since my article entitled ‘Depreciation 
Policy under the 1954 Revenue Code,” 
appearing in the January 1955 issue of 
THE CONTROLLER, was written, several 
points have developed which may be of 
interest to readers. 

Apparently, receptivity of industry to ac- 
celerated depreciation methods has far ex- 
ceeded original expectations. On the basis 
of contacts with independent accountants, 
industry associations and representatives 
of the Internal Revenue Service, indica- 
tions are that the majority of taxpayers will 
take advantage of the declining-balance 
and sum-of-the-digits methods of depre- 
ciation. 

In determining the comparative tax 
benefits available under the various new 
methods and rates of depreciation allowed 
under the 1954 Code, I cannot help but 
feel that taxpayers have not given ade- 
quate consideration to the effect of the 
salvage factor on benefits resulting from 
the various methods available. Salvage 
will also affect the time when a change- 
over from declining-balance to straight- 
line depreciation is appropriate. 


The proposed depreciation regulations 
and the Congressional Committee reports 
on the 1954 Revenue Code have made it 
clear that the cost or other basis of de- 
preciable property is to be reduced by a 
salvage factor in using any depreciation 
method, except the declining-balance 
method. No adjustment is required under 
the latter method since the undepreciated 
balance remaining at the end of the use- 
ful life is presumed to represent salvage 
value. 

In the past, adjustment for salvage was 
frequently made by a reduction in the 
depreciation rate to be applied instead of 
reducing the cost basis. In view of the 
emphasis now being placed on this factor 
under the new law, all indications are that 
the salvage adjustment will be enforced 
unless it is insignificant in amount. 

It behooves taxpayers, therefore, to 
make a thorough study of company ex- 
perience to determine their salvage ratio 
because of its impact on the selection of 
the proper depreciation method. As a 
general rule, it can be said that if the 
salvage adjustment equals or exceeds the 
percentage remaining at the end of the 
useful life of an asset under the declining- 
balance method, then the declining-bal- 
ance method of depreciation should be 








EXECUTIVES! 
Stockholders CAN Ask Searching Questions 


@ Can you assure them your company has 
an adequate insurance program? 


@ Can you assure them the cost of the pro- 
gram is in line with competitors? 


@ Can you assure them the program has 
been reviewed by competent outside in- 
dependent insurance analysts? 


WE DO NOT SELL INSURANCE 


W. T. CHAMBERLAIN INC. 


103 Park Avenue, New York 17, N. Y., Murray Hill 3-2942 


The largest insurance analytical organization 
of its kind which does not sell insurance. 
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used. If the amount is less than the un- 
depreciated balance remaining at the end 
of the useful life under this method, then 
the sum-of-the-digits method would be 
more advantageous over the long run be- 
cause of the greater recovery of cost 
through depreciation which would be 
realized during the life of the asset. 

It also appears to me that the change- 
over election from the declining-balance 
method to the straight-line method has 
been overrated as a means of recovering 
complete cost of assets since, at the time 
of changeover (1) the unrecovered basis 
of the property must be reduced by esti- 
mated salvage, and (2) the straight-line 
depreciation rate must be based on a 
realistic estimate of the remaining useful 
life of the surviving property. If the sal- 
vage value turns out to be high, the re- 
coverable cost could be less than that al- 
lowable by the continued use of the de- 
clining-balance method. Moreover, if 
composite rates are used based upon the 
average life of the assets in a group or 
class, a lower depreciation rate pais | re 
sult at the time of changeover since the 
shorter-lived assets would have been te- 
tired first and the longer-lived assets 
would remain. It is my opinion, there- 
fore, that in actual practice few taxpayers 
will take advantage of this changeover 
privilege. 

Another factor which should be con- 
sidered is, that since no recognition is 
given salvage value when the declining- 
balance method is used, it is apparent that 
taxpayers may continue to depreciate the 
unrecovered cost remaining at the end 
of the composite useful life of assets in a 
group, classified or composite account 
until the cost is fully recovered, if de- 
sired. 

The above points are brought to the 
attention of readers in view of the fact 
that a number of taxpayers have blindly 
selected the sum-of-the-digits method 
without realizing the impact of the sal- 
vage factor and with the belief that full 
recovery of cost can be made. 


PAUL A. RECK 

Assistant Treasurer 

Sperry Gyroscope Company 
Division of the Sperry Corporation 
Great Neck, N. Y. 


DEPRECIATION ALLOWANCES 
AND PRODUCTION COSTS 


Editors, THE CONTROLLER: 

I was very glad to read Ernest H. 
Weinwurm’s new approach to an old 
problem in your November 1954 issue: 
and I particularly endorse his plea that 
the pursuit of management-useful ac- 
counting should not be inhibited by taxa- 
tion considerations or by traditions in 
publishing accounts. 

Mr. Weinwurm may be interested to 
hear that in the Cost Control section of 


THE CONTROLLER * MARCH, 1955 
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by Joel Dean 


by Irving D. Dawes 


by Malcolm S. Sutherland 


INTO PROFIT BUILDERS 





our Dublin Brewery, we have employed a 
similar approach to his for the last few 
years. We even use the same terms: ‘facili- 
ties’ to cover the buildings, plant and other 
equipment; and ‘rental’ to cover deprecia- 
tion, interest, insurance, maintenance and 
local authority rates. 


A. PAKENHAM- WALSH 

Deputy Chief Accountant 

Arthur Guinness Son & Co. (Dublin) Ltd. 
St. James’s Gate Brewery 

Dublin, Ireland 


| SEE BY THE PAPERS... 


Editors, THE CONTROLLER: 

Shortly after having returned from the 
very successful 1954 Annual Conference 
in Chicago, I noticed with great amuse- 
ment the cartoon in the October 28 issue 
of The Wall Street Journal. 1 am sending 
it along with the hope that you can get 
permission from the Journal to use it in 
THE CONTROLLER, but let me make my- 
self clear—I thought that the Industry 
Conferences were the high spot of the 
1954 program. 


M. B. 


The Wall Street Journal has graciously 
granted permission to THE CONTROLLER #0 
reproduce the cartoon appearing in its Oc- 


Forthcoming Features 


IN THE CONTROLLER 


3% HOW TO PRICE A NEW PRODUCT 
%& PROFIT PLANNING: THE CONTROLLER’S PART 
¥%& INTERNAL REPORTS TO MANAGEMENT 


%& CONVERTING MANAGEMENT REPORTS 


by Howard C. Adams and Richard F. Neuschel 








tober 28, 1954 issue. It is shown on page 114 
of this issue. 

The editors wish to point out that by poll 
most of the members attending the 1954 
Conference indicated that they enjoyed the 
Industry Conference sessions most. 


—The Editors 


RED-FACED DEPARTMENT .. . 


Editors, THE CONTROLLER: 

I couldn’t help observing—and I won- 
der how many other of your diligent read- 
ers noted the same point—that on page 
547 of the November issue of THE CON- 
TROLLER, you refer in an item on “Decen- 
tralization” to the “locust of decision- 
making.” 

I know that the “t’” was not intended 
to be part of the first word in that quota- 
tion. On the other hand, the thought 
struck me that perhaps your editor had 
been forced into the decision-making 
area recently, and hoped that it wouldn’t 
happen again uatil the traditional seven- 
teen-year cycle for the locust has passed by. 
Any year that requires more than one de- 
cision should indeed be considered the 
“year of the locust.” 


H. P. A. 
New York 








THE CONTROLLER...........--. 
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THE MUSE VIEWS TAXES 


Editors, THE CONTROLLER: 


The anguish that I encountered when 
I made up my January 15 estimated in- 
come tax surrounded me with an aura of 
gloom which inspired the epic. You may 
gather that, personally, I feel that the in- 
come tax is too high. 


R. H. DoE 

Controller 

United Properties Incorporated 
St. Paul, Minn. 


THE TAXPAYERS’ PARADISE LOST 
by Richard (Milton) Doe 


Here in the valley of the shadow of the in- 
come tax, we sit 

Perturbed and unsmiling, for the priceless 
heritage 

Which makes us free has become sullied by 
those who, : 

Having labeled our forefathers intransi- 
gents, have besmirched 

The fair name of our goddess, Liberty, who, 
wearing her 

Inscrutable smile, akin to the Egyptian 
Sphinx 

Bravely continues to carry out her role, al- 
though, perforce, 

Those forces, which were set loose many 
years ago, 

A quarter century, to be exact, have made a 
mockery 

To some extent, of our assertion that we are 
not 

A socialistic state. 


There are those 

Who would accuse us of sophistry, or spe- 
cious reasoning 

And yet, have not been able to refute 

Our arguments. When filling out the form, 
we know, 

Beyond the shadow of a doubt, that some- 
where 

Within the complex realm of politics 

Our birthright has been lost. Shall we regain 

The prestige from our lifetime work, which 


we aver 
Was shaped and planned in greatest con- 
fidence 
That dollars thus attained, from such a 
pattern 


Would bring rewards in just proportion? 


Oh how we erred, when we did not envision 
The demagogue who, with clever persiflage 
Upset our world and changed the values 
On which our plan of life was soundly based 
We thought, but later found out differently. 
My son, the world is what you make it 

Do not, I pray, accept things as they are 
Your lone voice, raised in manner most con- 

vincingly 
May help you to attain your cherished star. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
6 CHURCH STREET ATLANTA 


CHICAGO 
NEW YORK, N. Y. sr. Lous 


BOSTON 
PHILADELPHIA 
PITTSBURGH 
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Public Impact of Private Pensions 

Questions, which corporate controllers and financial of- 
ficers have been posing during recent years, were raised 
again by President Eisenhower during the course of his eco- 
nomic report to Congress, when he discussed the need of a 
study of the impact of private pension plans on the nation’s 
economy. Some of these questions, which controllers have 
raised at conferences and meetings, as well as in published 
papers, during recent years, include: 


1. How can, or should private pension plans be fitted into 
the pattern of Federal Social Security in order to form an 
integrated program for retirement income? 

2. Is there reluctance by workers to change jobs, from 
company to company or locality to locality, because of a loss 
of pension rights? (The problem of finding employes for a 
war plant is implicit in this question. ) 

3. Does the higher pension cost for employes due to re- 
tire in a relatively few years influence the hiring of workers 
in the middle-age category? 

4. What is the influence of large pension fund invest- 
ments on the stock market and on the supply of venture 
capital? 


Although the pension funds are accumulating rather rap- 
idly, the estimated $3 billion of annual contributions by em- 
ployers and employes to such plans represent less than 1% 
of the $350 billion estimated total annual value of goods 
and services. 

Because of the incomplete understanding of the effects of 
ptivate pension programs upon the nation’s economic struc- 
ture, and the probable need for a critical reappraisal of gov- 
ernment policies involved, the Brookings Institution pub- 
lished, a year ago, a survey defining the major factors which 
have had, since 1949, a significant influence on industrial 
pension programs. * 

The study, which was released early in 1954, also evalu- 
ated the structure and operation of these programs and ex- 
amined some possible cures for defects that have emerged. 
It explored the long-range investment implications of the 
projected expansion of industrial pensions with particular 
attention to the possible effects of pension financing on new 
capital formation and investment outlets. For students of the 
over-all problems involved with an aging population and for 
management officials who are concerned with the social, 
labor, economic and tax impacts of industrial pensions, the 





* Dearing, Charles L., Industrial Pensions, Brookings Institution, 


Washington, D. C. $3.75. 


Brookings Institution's study, ‘Industrial Pensions,” will 
provide important reading, particularly in view of Presi- 
dent Eisenhower's recommendations for a governmental 
study of this entire subject of pensions. 


F As an Educator Sees It 


Many of the weaknesses in American higher education 
arise from the educators’ readiness to adopt ‘The customer 
is always right’’ as the college motto. Fear of enrollment de- 
creases and budget crises harms the integrity of the educa- 
tional program, declared Dr. Henry M. Wriston, president 
of Brown University, at a recent assembly of college leaders. 

As potential employers of the current crop of students, 
corporate controllers and financial officers will wish to give 
particular heed to Dr. Wriston’s statement that today’s col- 
lege youth has grown up with “economic security’’ as the key 
phrase and “that is why our students come to college afraid 
of the word ‘culture,’ eager for skills, the more marketable 
the better. That is why they want to persuade students that 
the economics courses are really ‘business administration.’ ” 


Electronics for the Office 

Six points about which it is important that management 
be informed in connection with electronics for the office 
were presented in a recent issue of Management Methods. 
They include: 


1. It will take a company not less than 24 months—per- 
haps longer—to prepare itself for automatic data-process- 
ing equipment. This does not include lead-time for machine 
delivery. You can reasonably assume a three-year target date 
for getting into electronic operation if you start from scratch 
today. 

2. Virtually any firm employing more than 100 clerical 
workers is ripe for some form of electronic data processing. 

3. The price of electronic data-processing equipment is 
consistent with its ability to provide a proper rate of return. 
Example: a $1 million computer system will pay for itself in 
three to four years if it replaces only 50 clerical employes. 

4. Not all electronic systems cost $1 million. Lower 
priced, special-purpose machines are already in actual use by 
private firms. Newer equipment is coming out fast. 

5. The fear of obsolescence of present-day equipment is 
no excuse for failure by management to act. “Eniac,” one of 
the first all-purpose computers for business, is ‘‘obsolete”’ 
but still in profitable operation. 

6. Human beings are going to be displaced in staggering 
numbers by electronic equipment. Productivity will soar as 
white-collar employment and purchasing power drops. This 
economic imbalance must be anticipated. It isn’t realistic to 
say that we have gone through an “‘industrial revolution” 
and, after a period of readjustment, were able to improve the 
standard of living of all people. The effect of electronic 
equipment on our economic life is of the same magnitude 
as the effect of the H-bomb on our military strategy. 

—PAUL HAASE 
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Many executives who use 
today’s most advanced 
punched-card computer 

say...yes! 
Because . . .“It makes dozens of 
record-keeping decisions and calcula- 
tions every second”. . .“It figures out 
the complete story on our profit 
changes whenever we want it”. . .“It 
simplifies and solves our most com- 
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plicated payroll, production and bill- 
ing problems.” 

The Remington Rand Univac 120 
actually does replace routine human 
thinking. Take time-keeping for ex- 
ample. It arrives at pay hours while 
allowing for thousands of variations 
in shift time, pre- and post-shift time, 
lunch hours, etc.—checks its own re- 
sults—and flags obvious human re- 
cording errors. 








Does Univac 120 eliminate intelli- 
gence? Certainly not. But it does free 
your skilled personnel for creative 
thinking. Wherever you pay for cleri- 
cal chores that involve analyzing, 
classifying, making logical decisions, 
comparing and calculating . . . Univac 
120 electronic methods will earn their 
way over and over in speed, accuracy 
and efficiency. Put it squarely up to us 
to show you how and where. 


e 
ROOM 1331 315 FOURTH AVE., N.Y. 10 Memingtor. Mtand PUNCHED-CARD ELECTRONICS 
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Pricing to Maximize Return on Investment 


James H. Rushton 


HY Is IT that many businessmen dote 
Won profit margin—percentage of 
profit on sales—yet when the same men 
trade in securities they ask, ‘““What’s the 
yield—the return on my investment?” 

True, in business, adequate profit mar- 
gins are necessary for stability and growth, 
but it is the ultimate return which en- 
courages or discourages investment in cor- 
porate securities, and without investment 
there can be no business. 

What is return on investment? The 
seigpuoers answer is, the percentage of 

ollar profits to capital invested or capi- 

tal employed. But more important, what 
produces return? There are two important 
factors (1) profit margin and (2) turn- 
over of investment which when put to- 
gether in proper proportion produce te- 
turn as follows: 


Profit margin multiplied by turnover of 
investment equals return on investment. 


Both factors, turnover and margin, are 
equally important. A percentage change in 
either of the factors has a corresponding 
effect on the return on investment, for ex- 
ample: 


A 20% profit‘ margin multiplied by one- 


turnover equals 20% return on invest- 
ment. 

A 10% profit margin multipled by two 
turnovers equals the same (20%) re- 
turn on investment. 


For purposes of this article profit mar- 
gin is considered the result of dividing 
dollar operating profit by sales. Turnover 
of investment is the result of sales divided 
by the gross operating investment. Al- 
though the foregoing may be elementary, 
it is stressed because return on investment 
is the foundation of business enterprise, 
and therefore a business practice—particu- 
larly a pricing practice—should have one 
fundamental economic goal: To maxi- 
mize long-range return on investment. 

Right off the bat some may say, “From 
an economic standpoint your goal is sound, 
but sociologically speaking that kind of 


thinking breeds socialism.” No, the so- 
ciology of pricing has not been overlooked 
—it is all wrapped up in the two words, 
“long range.” Anything that is sociologi- 
cally unsound is usually economically un- 
sound over the long run. For example, the 
“all-the-market-will-bear” pricer might 
maximize his profits temporarily, but in so 
doing he likely prices himself out of the 
market or so limits the demand that sales 
and profit disappear in the long run. 


FIRST, A SOUND PRICING POLICY 

Although highly important, space does 
not permit the belaboring of the point 
that until a company has established a 
sound pricing policy to which manage- 
ment is agreed there is little hope of de- 
veloping an effective pricing practice. It is 
well that the policy be evaluated periodi- 
cally by comparison with a set of criteria 
compiled for the purpose. With these obvi- 
ous comments we will assume a sound 
pricing policy and get right on with pric- 
ing practice to which this article is dedi- 
cated, 


A PRACTICAL PRICING PRACTICE 
Most of the pricing theorists and prac- 

titioners differ on the theories of pricing, 

but most recommend what Dr. Joel Dean 


of Columbia University describes as the 
“research approach to pricing.” Likewise, 
most authorities agree that pricing is a 
complex subject and is not a one-man or 
one-activity job. Rather it needs the co- 
ordination of the cost accountant, indus- 
trial engineer, economist, statistician, and 
marketeer. Also, most agree that the job 
is, let us say, about one-third computation 
and two-thirds judgment. Nevertheless, 
the one-third computation is an essential 
aid to management in applying the two- 
thirds judgment. 


ECONOMIC ANALYSIS— 
A PANORAMIC VIEW 

How often has the executive asked: 
“Why don’t we have some means of in- 
terpreting this maze of data which come 
across my desk in a manner that I can 
reach a decision easily and timely ?”” What 
really is being asked for is a method by 
which he can take a ‘“‘panoramic view’ of 
all factors operating, pinpoint those most 
influencing the situation and with this 
“one-third computation,” apply the “two- 
thirds judgment” in reaching a decision. It 
seems logical that there is a place in almost 
any size organization for a data interpre- 
tation activity or program which, for pur- 
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Objective: 


ECONOMIC ANALYSIS FOR PRICE DEVELOPMENT 


To Maximize Long-range Return on Investment 











1. Master profit plan. 


7, Customers' and competitors' reactions. 


8, The price proposal. 


2. "Future" product costs specifically developed for pricing. 
3, Target prices aimed at planned return on investment. 

4. Competitive and companion-product prices, 

5, Market estimates, market attainment, and promotion. 


6. Elasticity of demand - sales, cost, and price trends. 








poses of this article, will be referred to as 
“Economic Analysis for Price Develop- 
ment.” 

Figure 1 contains an outline of an eight- 
step program of economic analysis for 
pricing and repricing of consumer prod- 
ucts in a multiproduct manufacturing com- 

any. This is not a program of cost-plus, 
or market-will-bear, or rule-of-thumb pric- 
ing; rather, it is one wherein all factors 
operating in our price economy can be 
evaluated on each product in a relatively 
simple and expeditious manner. As can be 
seen from Figure 1, the factors operating 
encompass costs, competitive prices, mar- 
ket, elasticity of demand, competitor and 
customer reactions, as well as other eco- 
nomic considerations. 

A hypothetical product, which will be 
identified as P-421, is used to illustrate this 
program. Let us assume that it is an estab- 
lished consumer product, made in produc- 
tion center “‘P”’, and is a part of product 
line ““C’, a homogeneous group of items 
with the same or similar utility. Examples 
might be a television tube, a screwdriver, 
an antibiotic tablet, or the like. Let us pro- 
ceed to bring together all the factors op- 
erating for the purpose of evaluating the 
present price in determining whether or 
not our return on investment can be im- 
proved by repricing the product. 

To see where we are headed, let us first 
take a quick glance at the end result, the 


FIGURE 1 


Price Development Summary on P-421, il- 
lustrated in Figure 2. This is our “‘pan- 
oramic view” of all or most of the factors 
which make for a sound price. Reference 
will be made to this chart from time to 
time. Of interest now is the present price, 
$3.10 per unit, and the new price being 
proposed, $2.65, a 15% reduction. The 
why and the wherefore of this proposal is 
developed in the following by discussing 
each step of the economic analysis in the 
order shown—not necessarily in order of 
importance. 


1. A Master Profit Plan 


There should not be disagreement on 
Step No. 1 that any program needs an eco- 
nomic goal—not just a sales quota or a 
profit budget, but a plan aimed at achiev- 
ing an adequate return on investment. Fig- 
ure 3 illustrates a hypothetical plan aimed 
at 20% return in production center “P’”’. 
A 20% return may be wishful thinking in 
any industry today, but it should not be 
unrealistic when we consider that it is 
before federal income tax and measured 
on “gross operating investment,” which as 
defined in this instance is the actual capi- 
tal employed in producing operating profit. 

The oversimplified breakdown of in- 
come and expense in Figure 3 is given 
solely to illustrate pricing techniques de- 
scribed later. In segregating income and 
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expense between ‘‘direct cost’’ and “direct 
profit,” the author does not advocate the 
“direct costing” method of accounting but 
does wish to say that the method has 
much to recommend it from an economic 
and statistical planning standpoint. 

Total direct costs (sometimes referred 
to as variable, marginal, or product costs) 
are used instead of cost of goods sold be- 
cause, first, knowledge is desired of all 
costs, not only manufacturing but also of 
administrative, selling, etc., which can be 
conveniently identified with selling a 
given amount of sales. 

Secondly, we should know the direct 
profit, the excess of selling price over di- 
rect cost (or marginal profit, or contribu- 
tion profit, as some call it), because it rep- 
resents the out-and-out real profit of a 
company after break-even volume has been 
obtained. Why combine fixed costs and 
profit before tax under direct profit? Be- 
cause there is little, if any, change in rate 
of direct profit or direct profit per unit 
regardless of the level of production— 
not considering cost, price and capacity 
changes. At the unit-product level all that 
occurs is a switch between the two com- 
ponents, namely, fixed cost absorption 
and real profits. Therefore, it is not enough 
to say that $250 will be earned in this in- 
stance to achieve 20% return on gross op- 
erating investment of $1,250, but rather 
that the $250 profit plus $250 fixed cost 
must be earned to achieve the 20%. 

With these points in mind we can come 
back to the return on investment equa- 
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PRICE DEVELOPMENT SUMMARY 


Product Line: C Production Center: P Product #421 
Est. Net Profit % Product- 
































Price Sales Direct Profit (Before Tax) Line Sales 
Units a $ % $ % 
Present $3.10 300 $930 $510 55% $210 23% 20% 
Proposed 2.65 365 970 510 53 ae © 4s 21 
% Change — 15% + 22%) + 4% 







































































































Sales, Cost and Price Trends 















Unit (1950-51 + 15% 

Sales (1952-53 —12% 

Direct (1950-52 -0- 
Cost (1953 —11% 








-0- 





Price 1950-53 





ACTION: 
Proposed price adopted 


Effective: 3-54 












Unit Cost and Target Price Competitive Mkt. Companion 
Con- |Total Prices Attainment Ratin Products 
version |Direct Trend 

Own $3.10 0 10% B P -422 

Present Cost | $0.75 | $1.40 A 2.99 -- 16 A P-598 

Future Cost ,o9 © oe B 2.50 -- 17 ¢ P -621 
Mark-on 100% 160% C 1.90 3 D 

Target Price] $0.65 ‘$2.00, 

$2565 Market Estimate 3000 
Attainment Goal 15% 450 














Customers' and Competitors' Reactions 



















Comments: 


Demand appears relatively elastic. 
not likely to reduce price further. 
fully comparable in quality and potency, 


Cos. "A" and "B"' are 
Co, "C's" product not 











tion, redefine it as above and put in the 
hypothetical figures namely: 


50% direct profit margin multiplied by 
80% turnover of investment equals a 
40% direct profit return on investment, 
which must be earned to achieve our 
20% pre-tax profit return on total in- 
vestment. 


(See bottom of Figure 3.) 


2. “Future” Product Costs 

Most pricing theorists are taboo on the 
“cost plus” approach to pricing but most 
agree that a firm needs to have a thorough 
understanding of its unit-product costs—if 
not to guide its pricing—at least to have a 
rational estimate of the profitability of 
the product. 

Costs for valuation of inventories and 





FIGURE 2 


profit determination are primarily histori- 
cal; whereas, the costs needed for pricing 
are future costs planned, analyzed, and in- 
terpreted specifically for that purpose. By 
“future costs” is meant the latest infor- 
mation on prevailing trends in material, 
warehousing, and shipping costs, labor 
rates, engineered standards, yields, etc. 
Furthermore, such unit costs will not 
give maximum benefit until the direct and 
fixed portions are segregated. Management 
needs to know not only the profitableness 
of the product but also whether the prod- 
uct can be competitively priced in the in- 
dustry and still contribute sufficiently to 
direct profits to justify keeping it in the 
price list; also, management needs to be 
prepared to move the price along with 
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technological improvements toward that 
point of optimum profit, namely, where 
marginal revenue equals marginal cost. 
In brief, it can be said that when we step 
back from the trees and look at the woods 
what is needed for pricing are dynamic 
future costs compiled in a manner to give: 


1. Direct cost of each product, both 
manufacturing and nonmanufactur- 
ing, and 

. Fixed costs by production center, di- 
vision, or whole plant, whichever of 
the three, or combination of the 
three, is most realistic to the product 
line in light of industry conditions. 


nN 


A realistic unit cost analysis for pricing 
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Income and Expense 





$1,000 
500 


Sales 


Direct(Material 
Cost CConversion 


Direct (Fixed Cost 
Profit (Profit (Before Tax) 


300 
; 200 


250 
> 250 


$ 500 





Direct Profit 

S$ 750 
500 
$1,250 


Gross Investment 


Current Assets 
Fixed Assets 


Total 





























Turnover of irect Profit | | 
Investment Return on 


$1,000 _ Investment 
$1250 || 40% 


FIGURE 3 


PROFIT PLAN 
Goal: 20% Profit (Before Tax) Return on Gross Investment 


(Direct Profit 
Margin : 


$ 500_.so9, 
= 




















Direct Profit 


Est. Future Cost Per Unit: Mark-on 








Material $0.60 
Conversion 65 x 100% = $0.65 


Total Direct Cost 
Direct Profit 


Target Price 


125 x I60%= 200 


1.40 
$2.65 $2.65 








Direct Profit Per Unit 





Standard Capacity= 80% 90% l00% 





$1.00 
.40 


5 .90 


Fixed Cost Absorption $1.10 2 


Profit (Before Tax) 30 





Direct Profit $1.40 
Profit (BEf0re) Margin 11% 


$1.40 


IS% 


$1.40 
19% 

















FIGURE 4 
TARGET PRICE—Product P-421 
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and planning is illustrated in the upper 
left-hand section of Figure 4. 

By placing emphasis on realistic cost 
data, it is not meant to give them impor- 
tance out of proportion to their usefulness, 
Unit costs are merely a signpost to the 
profit status of the product and, as we will 
see, to the return on investment in the 
product. Too frequently in multiproduct 
pricing, full dependence is placed on the 
cost percentage on sales or its complement 
gross margin. As said at the outset profit 
margin is just one of the factors in the te- 
turn on investment equation. This leads 
to the third step, “target prices.” 


3. Target Prices 

If the objective is to maximize return on 
investment, should not each product be 
priced so that it will contribute to the 
planned dollar return? True, other factors 
which will be discussed later may require 
the pricing of some products at a higher or 
lower rate of return than others, but cer- 
tainly there should be an optimum start- 
ing point. 

Some might say, ‘Your theory is fine for 
planning company-wide return, but how 
can the investment applicable to each 
product be determined in a multiproduct 
plant?” This is desirable but it is not ab- 
solutely necessary because of accounting 
principles which make the income and ex- 
pense statement and the statement of f- 
nancial condition interrelated—one pro- 
duces the other. 

Financially a business enterprise repre- 
sents a flow of funds. Funds are converted 
into assets; these assets are reconverted 
into more funds through sales; and in 
turn these funds are converted into more 
assets, and so on. Certain assets turn over 
more rapidly than others; consequently, if 
the funds used for manufacturing costs 
can be identified with the assets which pro- 
duce them, the unit costs themselves can 
be made to reflect investment, and thereby 
an adequate return can be computed for 
each product or, at least, for a group of 
products produced by the same assets. 

Out of these theorems comes an idea 
which for identification will be called 
“The Return on Investment Theory of 
Pricing.” The idea was sparked by a manu- 
script presented by H. T. McAnly, CPA 
(see related reading). In brief, Mr. Mc- 
Anly stated: 


In determining the portion of gross margin 
sufficient to absorb general selling expense 
and provide a reasonable profit, considera- 
tion should be given to the turnover of 
working capital in relation to sales and the 
turnover of investment in physical proper- 
ties in relation to the value or hours of con- 
version cost produced. 


The explanation of this theory may ap- 
pear complicated; nevertheless, in appli- 
cation once the basic figures are compiled 
it is relatively simple to apply. This is the 
logical place to discuss the theory, but it 
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IF 


50% 


Direct Turnover of Direct Profit 
Profit X Investment = Return on 
Margin (Sales) Investment 


80% 


40% 








THEN 


Direct Profit 
Return on = Investment 
Investment 


Turnover of 


(Cost) 


Direct 
Profit 
Mark-on 





Production Center P 





Return on: 





Fixed Assets 40%=+ 


Current Assets 40%=+ 


40% 


6673% 


On 
100% Conversion 


60% 


Cost 


On Total 
Direct 
Cost 








is well to be forewarned not to allow the 
computation of the target price to over- 
shadow the other equally important factors 
listed on the program. It is just one point 
in the economic analysis. 

For an insight into the theory, the hypo- 
thetical product P-421 will be used for il- 
lustration. First, turn to the master profit 
plan of production center ““P” (Figure 3). 
The basic return-on-investment equation 
is now to be put into play at the product 
level to produce the desired 40% direct- 
profit return. The job is to fill in the other 
elements of the equation. 

The gross investment is split between 
two major components, current assets and 
fixed assets, by reason that the turnover 
of the two vary, and therefore one com- 
ponent may need more margin than the 
other. It follows from the foregoing that 
the turnover of each component must be 
known. Working capital, or gross current 
assets, as has been used here, supplies the 
money for manufacturing; so it is logical 
to earn the current asset portion on total 
direct cost. Since physical properties are 
used for converting materials into finished 
products, it stands to reason that its por- 
tion should be earned on conversion costs. 
The elements used, although different 
trom those used by Mr. McAnly, do not 
alter the principles. Furthermore, the vari- 
ous elements will differ between industries 
and even companies within industries. 
Consequently, it is advisable to determine 
through statistical measures what costs 
correlate with what assets and furthermore 
to ascertain whether the correlation is typi- 
cal of the industry—a very important 
point. 

Let us assume that for the purpose of 
this illustration our contentions have been 


FIGURE 5 
RETURN ON INVESTMENT PRICING 


tested and validated that conversion costs 
and fixed assets correlate and is found 
typical and that the turnover is projected 
at 40% per year; likewise that total di- 
rect cost and current assets correlate and 
the turnover is projected at 6624% per 
year. 

We are now ready to complete the re- 
turn On investment equation at the product 
level. Figure 5 repeats the equation as it 
appeared on the profit plan at production 
center level. At the product level, since 
the desired direct-profit return is given 
and turnover must necessarily be based on 
costs instead of sales value, the equation 
is turned around to read: 


Direct profit return, divided by turnover 
at cost, equals the direct profit mark-on 
necessary to earn the desired return. 


Inserting the turnover figures assumed 
above, it is found that a 100% mark-on 
must be added to conversion costs and 
60% must be added to total direct costs 
of each product to earn 40% direct-profit 
return. (See Figure 5.) 

Returning to the estimated future costs 
of P-421 (Figure 4) we can apply these 
mark-ons to arrive at a target price of 
$2.65 per unit. This consists of 65¢ di- 
rect profit on conversion, and 75¢ on total 
direct cost which when added to cost 
equals $2.00. The sum of the two, $2.65, 
is the computed target price. (The 100% 
added to the 60% mark-on automatically 
adds in the total cost of $1.25.) 

It can be seen what actually happens is 
the application of 60% on material costs 
and 160% on conversion. An inherent 
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characteristic of this theory which causes 
conversion to yield the lion’s share of di- 
rect profit is supported by another eco- 
nomic concept termed the “conversion 
cost theory of value” which holds that 
profits are earned commensurate with the 
effort and risk required to convert raw ma- 
terial into finished product. 

This is a plausible reason why profit 
margins of some industries and some com- 
panies are greater than others. It is not 
true in all cases, but it is manifested em- 
phatically in the smaller margins of the 
retailer and wholesaler who primarily dis- 
tribute versus the larger margin of the 
manufacturer who assumes the risk and 
expends the effort of distribution plus re- 
search and production. When turnover is 
applied to margin the returns on invest- 
ment of all three are relatively comparable. 

Although the conversion theory is in- 
herent in the return on investment theory, 
the two are not identical. The conversion 
theory holds that profits are earned on 
conversion alone; whereas the return 
theory attempts to indicate what the price 
should be to yield a reasonable return on 
the capital used in producing, selling, and 
distributing the product. There are other 
methods of computing target prices, but 
the feature of this one is that it aims at 
the very goal of business enterprise—re- 
turn on investment. 


4, Competitive and Companion-Product 
Prices 
The $2.65 target price should by no 
means be considered the final price; in fact 
the real job of economic analysis starts 
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FIGURE 6 
SALES TREND—Product P-421 


with the target price. The fourth step (see 
Figure 1) is to investigate competitive and 
companion-product prices. 

It is said that in our price economy, 
“Competition sets the selling price.” If 
that is accepted, then it is obvious that a 
firm needs to know all there is to know 
about its competitors’ prices and pricing 
practices. If the criteria set forth at the 
outset is to be met it is not enough to know 
the competitive prices after they have been 
set, but rather the competitors’ actions 
should be anticipated thus allowing for 
action before the market is stolen. 

A difficult job? Yes! However, experi- 
ence has shown that the comparison of 
target with current competitive prices fre- 
quently leads to evidences of what com- 
petitors’ actions might be. If one’s cur- 
rent price overprices target, it would be 
timely to study the possibility of industry 
price reductions. On the other hand, if the 
Opposite is true, perhaps the industry is 
waiting for a leader to increase the price 
and thereby help preserve an adequate 
return. 

Furthermore, comparison of the target 
price with competitive prices and the in- 
vestigation of differences may lead to cost 
improvements that otherwise would not 
be disclosed. Obviously, one’s competitors 
are also in business to make an adequate 
return, and if they can underprice the com- 
puted target price there must be a reason 
—and it might not be solely price-cutting 
which frequently catches the blame. 

The hypothetical product P-421 illus- 
trates the first of the foregoing situations. 
The present price is $3.10 while the target 
price is $2.65. Competition has already re- 
duced its price: “A” offers it for $2.55; 
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“B” for $2.50; and “C’ for $1.90. The 
questions here are: How can “'C’ do it? 
Is “C’ a factor in the market? This will 
take further analysis which is discussed 
later. 

A further consideration is the price of 
similar items in the company’s own line 
commonly called “companion products.” 
In this instance it was found that prod- 
ucts P-422, P-598 and P-621 should be 
priced in relation to P-421 and therefore 
all four should be reviewed concurrently. 
(See Figure 2.) 

Being up to the minute is essential not 
only on the competitors’ published prices 
but also on the net prices resulting from 
special deals and contractural arrange- 
ments. One should guard against placing 
too much dependence on occasional re- 
ports from the field, for chances are they 
may be the abnormal situations and far 
from typical. It may be found beneficial 
and necessary to employ outside research 
agencies to keep up to date on typical in- 
dustry prices. 


5. Market Estimates, Market Attainment 

and Promotion 

The fifth step, the determination of the 
product’s market potential and where it 
stands in the market, is of such impor- 
tance that it could well come at the start. 

An important measure of the success of a 
company or of a product is its dollar-sales 
and dollar-profits attainment in a given 
market. A product might have a million 
dollar sales volume vet be doing poorly if 
that represents an insignificant share of 
the market; yet $10,000 might be a whale 
of a job in another market providing it is 
yielding an adequate return on investment. 
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The demand for almost every economic 
good follows some statistical curve. For ex- 
ample, drug sales taken as a whole are 
known to correlate with national dispos- 
able income through the application of 
certain statistical formulas. The Depart- 
ment of Commerce through the Bureau of 
Census, Office of Business Economics, 
Tariff Commission, and other bureaus, has 
done a noteworthy job in providing basic 
market statistics for industry even in face 
of reduced appropriations. Great strides 
are now being made by commercial mar- 
ket research houses in projecting market 
potentials at the industry level, at the prod- 
uct-line and even in some instances at the 
individual-product level. Thence it is up to 
the firm’s own market research staff to in- 
terpret the data and tailor them to its own 
uses. 

Degree of promotion is also a meaning. 
ful consideration in pricing, for it can 
materially affect the potential attainment 
of the competitor as well as of one’s own 
firm. 

In case of product P-421 (see Figure 2) 
market research showed that the potential 
annual market is 3,000 units. Of this our 
“own” company was getting just 10%; 
competitor “A” 16%; competitor ‘B” 
17%; and competitor ‘‘C” just 3%. The 
promotion survey rated company “A’’s 
promotion as the best; our “own’’ com- 
pany as second; company “B” as third; 
and company “‘C’’ last. Evidently ““C’”’ with 
its $1.90 price is not a major factor. All 
these are considerations in the final setting 
of the price. 

There are now outside services available 
for determining market attainment at the 
product level and for estimating certain 
advertising and promotion on given prod- 
uct lines. In going into this important 
phase, there are two important considera- 
tions: 


1. The cost of the services in relation to 
the potential profits to be gained, and 

2. Selection of the research methods 
and the firm which will do the job 
to the best advantage. 


6. Elasticity of Demand 

If elasticity of demand is determinable, 
much of the analysis could be focused that 
way. It would merely be a matter of draw- 
ing a demand curve, superimposing mat- 
ginal revenue and cost curves, and aiming 
the price at the point where the two ap- 
proach or equate. In some industries elas- 
ticity of demand is determinable. In others 
statisticians have found the development 
of elasticity to give unrealistic results. 

In the absence of elasticity of demand 
use of sales, cost and price trends are 
found helpful. Figure 6 gives an illustra- 
tion of the sales trend of product P-421. 
The trend lines can be drawn by statisti- 
cal methods, but frequently trends of this 
type of data can be drawn by sight. In this 


(Continued on page 132) 
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Distribution Cost Control 
with Particular Reference to Sales Compensation 


Donald A. Gaudion 


OST COMPANIES TopDAY are faced with 
M the problem of obtaining increased 
volume with equal or greater margins, 
and if possible, at no increase in sales 
cost. This paper will discuss a few prac- 
tical points on sales cost control and will 
concentrate mostly on sales compensation. 


MARKETING OR 
DISTRIBUTION RESEARCH 

The first point is to recommend a 
marketing or distribution research depart- 
ment of at least one man. Most companies 
have established the need for product re- 
search and have been convinced of the 
need for a director of research to keep it 
ahead of competition. The production 
manager in most companies is concerned 
with producing a quality product and get- 
ting it out of the back door on time, but 
in the early 20’s it was determined that a 
staff industrial engineering group, work- 
ing for him on methods, costs, etc., would 
soon pay for itself. It is only reasonable, 
therefore, to assume that the sales man- 
ager of a company should have at least 
one analytically minded staff man working 
for him and as controllers you should not 
consider this as lush overhead. 

Such a man, in my estimation, is basic 
to distribution cost analysis. He must not 
be bogged down with the line duties of 
obtaining and processing orders. How- 
ever, he should be thoroughly immersed 
in the sales manager’s day-to-day prob- 
lems so that he can bring a detached 
point of view to them. 

Slack can probably be found in almost 
every area of almost every sales organiza- 
tion. A good marketing research man with 
the help of his sales manager and the 
controller should be constantly apprais- 
ing every project on which he is working 
to determine whether it is contributing 
light in the darkest areas of sales man- 
agement’s decision making. Sales man- 
agement is making decisions every day on 
the basis of hunch, intuition, or experi- 
ence with admittedly inadequate informa- 
tion and inadequate study. The market 
research man should always think in terms 





of “in what areas can we make the maxi- 
mum contribution with the minimum ex- 
penditure of time and effort?’ You 
should never carry any study to a point 
of refinement beyond an equivalent point 
of refinement on which management is 
making other decisions. 


KEY AREAS 

Obviously, any study that refines the 
day-to-day decisions of sales management 
reduces distribution costs. Two items that 
should be of particular interest to all 
types of firms are: 


1. Sales Reports and Control Technique 
a. What reports are your sales depart- 
ment really using? Eliminate the rest. 

b. What about salesmen’s reports of call, 
follow-up reports, and lost-order re- 
ports? You must have them, but are 
they streamlined to the practical facts 
on which sales management can actu- 
ally take some action? 

c. What information is really needed 
about the operation of the sales or- 
ganization? Before asking for it, the 
sales manager should think through 
this question—What action can be 
taken with a given set of data? It does 
no good to prove conclusively that he 





d. 


No 


should split a certain territory if he 
knows it is being covered by the boss’ 
brother-in-law. 

A large firm, during the manpower 
shortage of World War II, stopped 
covering a couple of sales territories 
down South. They made a very thor- 
ough statistical study of the areas with 
the thought that it would be an ideal 
time to evaluate the effectiveness of 
their coverage when they re-manned 
them in the postwar period. After 
three or four years of careful and in- 
tensive postwar cultivation they re- 
surveyed the areas to determine the re- 
sults. Their conclusions? Salesmen 
don’t do any harm! 


. Sales Compensation 


The techniques of sale compensation 
are similar to a spectrum running from 
straight commission on one end 
through straight salary on the other 
with combinations of both between. 
One element of this is that on the 
straight commission end of the spec- 
trum little control of salesmen is re- 
quired or permitted ; whereas, with a 
straight salary, complete control of 
the salesmen is obtained but also re- 
quired in order to make sure that you 
are receiving Maximum output. 





” =DONALD A. GAUDION graduated from University of 
Rochester, AB Magna Cum Laude (1936), and from Harvard 
University Graduate School of Business, MBA Magna Cum 
Laude (1938). He began his career with Eastman Kodak 
Company in sales and market research; then into general 
management report work; finally assistant to vice president 
in charge of sales. From 1945-48 he was vice president in 
charge of sales, Kryptar Corp. He joined the Pfaudler Com- 
pany as assistant to the president (1948) and was made 
vice president in charge of sales and advertising (1950). 
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b. About the only generalization that can 


be made is that each plan must be tai- 
lored to the problems and sales objec- 
tives of each company. No plan is a 
panacea or a substitute for good sales 
management. 

. A poor plan means: 

(1) High sales cost 

(2) Poor caliber and high turnover of 
men 

(3) Poor volume vs. potential 

(4) Low morale—inequities between 
men 

(5) Inadequate missionary work 

(6) Wrong emphasis on product lines 


. A good plan means: 


(1) A vital sales management tool to 
get salesmen to achieve the company’s 
sales objectives. 

(2) It will not, however, ever sub- 
stitute for good sales management— 
such as definition of objectives, proper 
sales training, good sales tools, etc.; 
it is just one factor. 


. Further elements of a good plan. 

(1) First and foremost, does it stimu- 
late sales ? 

(2) Payment should be in relation to 
ability and effort. This involves meas- 
urement of potentials in the various 
areas in order to insure equity. It must 
be based entirely on factors which are 
under the salesman’s control. He 
should not be penalized for failings of 
the organization over which he has 
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nothing to do. For example: Plans 
based on margin of profit have the ad- 
vantage of guiding his efforts into 
profitable products, but care must be 
taken in establishing such plans be- 
cause he may feel he has no control 
over manufacturing costs and resultant 
margins. 

(3) The plan should be simple and 
easy to understand, particularly the 
incentive part. Some plans are so com- 
plicated that the men have no idea how 
their final take-home pay was arrived 
at. If this is true, a good deal of the 
incentive is lost. He must know ex- 
actly what he must do to earn the extra 
dollar and the closer the relationship 
between an individual sale and his 
take-home pay, the greater the incen- 
tive. 

(4) Is it tailored to meet company 
objectives? For example: Does it en- 
courage missionary work, service and 
follow-up after the sale, careful han- 
dling PI complaints? Does it build 
loyalty to the company, sustain the in- 
terest of the salesman through long 
negotiations, giving you control over 
his activities? Does it emphasize prof- 
itable lines of product? Here again, 
the relative weighting of each of these 
points in your plan must be determined 
on the basis of your particular type of 
product and the selling situation con- 
fronting you. 

(5) Does it prevent wide fluctuations 
in the earnings of the salesmen? This 
factor is frequently overlooked with 








“. . . some of us would view the subject ‘resiliency 


of painted metals’ as one lacking of interest . . 


“ 
. 
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the result that in a downturn in busi- 
ness you have bad morale and perhaps 
high turnover with resultant high 
training costs when you move up on 
the other side of the cycle. Conversely 
on the high side of the cycle other 
people in the organization complain 
about the high salaries of the salesmen, 
(6) The plan should end up with a 
sales cost to the company that is in line 
with the industry pattern, and that 
paid by competition. If possible, it 
should be flexible so that the cost to 
the company will at least partially 
fluctuate with volume. 

(7) The plan should involve a mini- 
mum amount of clerical work in the 
home office in order to get out prompt 
reports to the salesmen on their com- 
pensation and how it was derived. 
(8) The plan should be as factual and 
routine as possible. It should involve 
a minimum of “judgment factors,” 
since they always give rise to argument 
and ill will, frequently on petty points 
that are not relative in the total pic- 
ture. 

(9) If possible, it should encourage 
help to the company on such matters 
as ideas on new products, advertising, 
prices, etc. 

(10) It should not be changed too 
often and, when it is, the changes 
should be very carefully reviewed with 
the field men before being put into 
effect and a thorough re-education job 
done. The principle here is similar to 
the old piecework plans in factory com- 
pensation. If such rates were changed 
frequently as the men exceeded the 
base rate, they quickly learned to slow 
up and not “kill it.” 


f. The Pfaudler Plan 

As an example of how we have at- 
tempted to tailor our plan to meet these 
requirements as they pertain to our par- 
ticular company and product, I will briefly 
outline our plan: 


(1) We establish a base salary which 
is roughly 60% to 70% of take-home 
pay with commission making up the 
remainder. Since commission is only 
about one third of the total compensa- 
tion, our men enjoy a large degree of 
security and we have a very low turn- 
over. This also tends to narrow the 
range of fluctuation in earnings. These 
points are particularly important to us 
because we require highly trained 
chemical engineers with sales person- 
alities and such a job description is 
difficult to fill. 

(2) We then attempt to establish the 
potentials of our various sales terti- 
tories by analysis of published data 
on the industries that we serve, modi- 
fied by our own experience which is 
determined from averages of prior 
years’ sales. Through the medium of 
the relationship between the “base 
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salary and the base sales credit’’ (sales 
necessary to reach the base salary), we 
try to equalize territorial potential and 
incorporate other elements such as 
seniority. 

(3) Above this base sales credit our 
men get 3% on the first $50,000.00; 
114% on the next $50,000.00; 1% on 
the next $100,000.00; 14% on the 
next $100,000.00. Then the scale rises 
to 34% on the next $100,000.00; 1% 
on the next $100,000.00; and then 
drops to 44% on the next $300,- 
000.00; and finally is 4% on all sales 
thereafter. The rise in the scale is based 
on the point beyond which the com- 
pany break-even point is reached and 
most of our men fall in this particular 
area. 

(4) Based on Sales Credits: 


a. The plan is based on sales credits 
rather than actual dollar sales. Full 
credit equal to the dollar sales is 
given on a job that is sold and 
shipped into the area of the particu- 
lar salesman. 

b. If it is sold by one man and shipped 
into another man’s territory, each 
receives half credit. The reason for 
this is that we feel it equally im- 
portant to have the salesman con- 
tact the plant where our equipment 
is being installed to make sure that 
it is handled properly and given 
good service after installation. 

c. In order to partially offset the ef- 
fect of “windfall” orders and to 
even out the compensation, credits 
are scaled down on large orders. 
Full credit is given on the first 
$100,000.00; 50% credit on the 
next $50,000.00; 10% credit there- 
after. 

d. Commission is paid on the basis of 
orders received rather than on ship- 
ments, since our manufacturing 
cycle may involve a three- to six- 
months period and we feel it is im- 
portant that the men receive remu- 
neration at the time of sale and not 
later when he may have forgotten 
what he did to book the order. Can- 
cellations of orders for any reason 
are therefore charged back to the 
men and shown as an adjustment 
on their next commission payments. 


e. The salesman receives credit on the 


above basis for all] sales made in 
his territory. We have no “house” 
accounts and the man receives credit 
even on sales made through jobbers 
in his territory. This gives him an 
incentive to work with the jobbers 
and their salesmen in training thein 
in the sale of our products. House 
accounts are frequently a petty an- 
noyance to the men and if the scale 
of commission is established in or- 
der to take into account the total 
volume of business coming out of 
a particular territory and still ar- 


ASSISTANCE IN FILING FEDERAL INCOME TAX RETURNS 


Taxpayers who get assistance from accountants on their 
federal income tax returns may be puzzled by a new question 
that appears on the form this year, according to the Ameri- 
can Institute of Accountants. 

The question is: Did you pay anyone for assistance in the 
preparation of your return? 

After conferences with Internal Revenue Service officials, 
the Institute gives these suggestions: 


1. The answer should be “‘yes’’ if an accountant has been 
retained, even though he has not yet been “‘paid.”’ 

2. The answer is “‘no”’ if tax advice was given to a client 
only on general matters not in any substantial sense con- 
nected with the preparation of the return. 

3. The answer should be ‘‘yes”’ on the partnership return 
and “no” on the individual returns if the latter were pre- 
pared as part of his engagement by an accountant who pre- 
pared the partnership return. However, the accountant 
should sign the “Statement of Person Preparing Return” at 
the end of the partners’ individual returns, as well as the 
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partnership return. 


These suggestions would also apply in the case of persons 
other than accountants who are paid to assist in the prepara- 
tion of federal income tax returns. 


rive at the planned take-home pay, 
the benefits of giving the man an 
incentive to work on ail sales in his 
territory can be achieved without 
the petty annoyance. 


(5) Sales credits are established by 
the sales correspondent at the time of 
entering an order. These data are then 
entered on the regular IBM order card 
so that the accounting department can 
run off quarterly reports for the men 
so that they know exactly what they 
are receiving and where it comes from. 
(6) In addition to this basic compen- 
sation plan we run an annual sales 
contest for the three months prior to 
our March sales meeting. The theme 
of this contest is changed each year in 
order to focus attention on problems 
current in that particular year. We 
use merchandise prizes and establish 
the point system so that the total cost 
of the contest is not great. Yet it gives 
us an opportunity to spotlight such 
problems as (a) introduction of a new 
product, (b) concentration on high 
margin items, (c) calling on new ac- 
counts, and (d) whatever happens to 
be of primary concern at that particular 
time. 


(7) Of course, in addition to the basic 
compensation plan and the sales con- 
test, we pay all the legitimate traveling 
expenses of the men in accordance with 
standard procedures. In this connec- 
tion, you may be interested to know 
that we made an analysis about two 
years ago of our automobile costs and 
determined that if a man drove more 
than 17,000 miles per year, it paid us 
to lease cars at around $75.00 per 
month instead of paying the mileage 
rate of 7¢ per mile for use of their 
personal cars. 


SUMMARY 

By way of summary, it can be again re- 
peated that sales compensation will al- 
ways be imperfect. Like compensation for 
any other division of the company, it 
should be based on such factors as ability 
and effort. This is difficult to determine 
in any job, but particularly so in the case 
of men who are working on their own 
in the field. It cannot be emphasized too 
strongly that no compensation plan is a 
substitute for good sales management. 
Also, the installation of a plan and the 
operating routines used to carry it out 
require intelligent human relationships. 
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Evaluation of Accounting Personnel 


Harold Howarth 


How does your company select person- 
nel for its accounting department? 

What techniques does it use in apprats- 
ing personnel after employment? 

Are its personnel decisions founded 
upon a broad base of information about 
each employe? 


RRORS OF JUDGMENT made in the selec- 
E tion, placement and advancement of 
personnel are costly and can constitute 
waste of valuable human as well as finan- 
cial resources. This is especially true in 
connection with managerial positions for 
which extended periods of company train- 
ing, formal or “on-the-job,” are necessary 
before really productive work commensu- 
rate with salary paid is possible. In an ef- 
fort to reduce losses on such investments 
in personnel, those responsible for the per- 
sonnel function in many businesses seek 
the widest feasible range of data about 
each person as a basis for evaluation. Some 
of these data are obtained most efficiently 
by the use of testing techniques and instru- 
ments well-established in the field. 

Until fairly recently, testing for one im- 
portant segment of management personnel 
—accountants—has been restricted usually 
to the use of general measures of intelli- 
gence, interests, and the like, in the ab- 
sence of coordinated tests designed specifi- 
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cally for this area. It is the purpose of this 
article to describe the manner in which this 
gap in testing has been filled by the devel- 
opment of a specialized testing battery and 
to suggest ways in which any organization 
employing accounting personnel can use 
these new tests effectively—as many mer- 
cantile, industrial and professional firms 
are now doing. 

The test battery referred to was pio- 
neered by and is offered under the spon- 
sorship of the American Institute of Ac- 
countants. Although the impetus for re- 
search and test construction came from 
the public accounting profession, the 
end-product has been a testing program 
suitable for use with all types of account- 
ing personnel. 


DESCRIPTION OF THE TESTS 
In this testing program the following 
tests are available: 


Orientation 
High-school level, 2 comparable forms 
College level, 3 comparable forms 


Achievement 

Level I —3 comparable forms 

Level II—(4 hours) 2 comparable forms 
Level II—(2 hours) 2 comparable forms 


Interests 
Strong Vocational Interest Blank for Men 
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A new testing program 
to improve procedures 


The college-level Orientation Test may 
be termed a general intelligence test 
slanted toward business through the use 
of material appropriate for that field. It is 
a wide-range examination suitable for use 
with college freshmen considering the ac- 
counting field, with students in any year 
of the study of accounting, and with per- 
sons at any level of employment in the 
field. It.yields a verbal score based on vo- 
cabulary items and reading material drawn 
from the field of business, a quantitative 
score based on the arithmetic of business 
situations and a total score. The appraisal 
of individuals at different levels is pro- 
vided for by the use of norms for the ap- 
propriate level. 

The Orientation Test, high-school level, 
is comparable to the college-level form of 
the same test in function and content, ex- 
cept that the test items are constructed at 
the level of the high-school senior. 

The Achievement Tests are constructed 
on two levels. The Level I Test is designed 
for students who have completed one year 
of the study of accounting; the Level II 
Test for seniors in the last semester of ac- 
counting study and for use with men in or 
seeking employment in the accounting 
field. 

The Achievement Test, Level I, Form 
A, provides a total score based on ques- 
tions in the following areas: Accounting 
classification, accounting vocabulary, arith- 
metic of comparative profit and loss state- 
ments, entering and posting, bank recon- 
ciliation, adjustments in ten-column work- 
sheet, analysis of depreciation histories, 
and tracing the effect of errors. This test 
requires two hours of working time. 

The Achievement Test, Level II, Form 
A, provides a total score derived from an- 
swers to the following types of questions: 
Fundamental classification relationships, 
entering transactions in books of original 
entry, posting books of original entry, 
analysis of adjustments, analysis of com- 
parative operating statements of branches, 
cash record and bank reconciliation, anal- 
ysis of depreciation histories, tracing the 
effect of errors, inventory methods, influ- 
ence of inventories on net profit, compati- 
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son of inventory methods, and auditing. 
This test was planned for administration 
in a working period of four hours. Be- 
cause of considerable demand for a shorter 
form of this test, a two-hour Level II Test 
containing fewer questions on accounting 
and none on auditing has been made avail- 
able. 

Since these tests are of the objective 
type, Dr. Arthur E. Traxler’s comment? 
concerning the use of such tests in the field 
of accounting is of interest: 


“A frequently voiced criticism of objec- 
tive tests is that they test memory and mere 
factual information, but do not measure un- 
derstanding or ability to think-through a 
problem situation. However, as has been 
shown in one of the publications of the 
Committee on Selection of Personnel,? it is 
possible in a test of accounting achievement 
to set up a series of situations and to or- 
ganize a series of objective questions around 
each one in such a way that real thinking is 
required in order to arrive at the correct 
answers.” 


The Strong Vocational Interest Blank, 
widely and successfully used by other 
groups, is the only one of the instruments 
not designed specifically for this program. 
However, experimental work, including 
ihe completion of blanks by over 2,000 
public accountants, resulted in the con- 
struction of typical vocational interest 
“profiles” (patterns) for various levels of 
accounting personnel. The place of the 
Strong blanks in the testing battery is de- 
scribed in an early article about the pro- 
gram :3 


“The use of the Strong blank as one of 
the bases for prediction of success in an oc- 
cupation depends not alone upon an ap- 
praisal of an individual’s interest score in 
that particular occupation but also on a 
comparison of his score for that occupation 
with his interest scores in a variety of other 
occupations. The Committee’s experimental 
work with this blank makes possible the 
ready comparison of the trend of an indi- 
vidual’s interest scores with that of em- 
ployed accountants in general and at differ- 
ent levels. These scores are not, in them- 
selves, to be regarded as highly indicative 
of probable success in an occupation, but 
they become very helpful in prognosis when 
they are used along with information con- 
cerning the general intelligence and achieve- 
ment of the individual and estimates of his 
personality and character.” 





*Traxler, Arthur E., “Objective Testing in 
the Field of Accounting,” Educational and Psy- 
chological Measurement, Vol. II, No. 3, Au- 
tumn 1951, pp. 429-430. 


* Schmidt, Leo A., Objective Examinations in 
Professional Accounting: Samples and Com- 
ment, Bulletin 2A, American Institute of Ac- 
countants, Professional Accounting Testing 
Program, New York: Committee on Selection 
of Personnel, August 1947, p. 36. 


: Wood, Ben D.; Traxler, Arthur E.; and 
Nissley, Warren W., “‘College Accounting Test- 
ing Program,”’ Accounting Review, Vol. XXIII, 
No. 1, January 1948, pp. 64-66. 











“We wanted him to take lessons on something practical” 


DEVELOPMENT OF THE TEST BATTERY 

The development of this testing pro- 
gram has been the result of work by many 
leaders in the testing and accounting pro- 
fessions during the past decade. In 1943 
the American Institute of Accountants, 
concerned about the then existing and 
probable future shortage of accounting 
personnel, undertook a long-range pro- 
gram of research and promotion to stimu- 
late interest in accounting as a career. The 
committee of practitioners and educators 
who undertook the development of this 
program recognized that the solution to 
the problem of availability of personnel 
lay not merely in recruiting more “bodies” 
into the field but rather in insuring an 
adequate supply of better-qualified per- 
sonnel. Their first need was for some 
means of identifying such persons not 
only at the point of selection for employ- 
ment, but also earlier in the educational 
process, so that qualified students might 
be encouraged to enter the field and those 
unqualified might be guided away from 
the field for their own sake, as well as for 
that of the profession and industry. 

The committee early obtained the coop- 
eration of several measurement and eval- 
uation specialists and finally established 
the testing project in cooperation with the 
Educational Records Bureau, a nonprofit 
organization of schools and colleges with 
many years of experience with testing pro- 
grams. The Bureau’s director, Dr. Ben D. 
Wood of Columbia University, was 
named director of the project with Dr. 
Arthur E. Traxler, under whose direct su- 
pervision most of the work has been car- 
ried on, as assistant director. 

Work on construction of tests of orien- 
tation and achievement was carried on 
with the cooperation of Professor Leo A. 
Schmidt, then of the Graduate School of 
Business Administration, Harvard Univer- 


sity, and later of the School of Business 
Administration, University of Michigan, 
and Dr. Kenneth W. Vaughn, then of the 
Graduate Record Examination of the Car- 
negie Foundation for the Advancement of 
Teaching, and later of Rohrer, Hibler, and 
Replogle, New York City. Many college 
professors of accounting were most help- 
ful during the experimental phases of test 
construction in their capacities as advisors 
and critics of the test items. 

Throughout the development of the 
testing program the cooperation of about 
400 colleges and universities, 100 public 
accounting firms and 50 mercantile and in- 
dustrial companies in administering the 
tests has been most helpful and necessary 
in establishing norms as well as in trying 
out the tests. Norms at various levels of 
education and experience were constructed 
for these tests in their final forms. Re- 
search concerning the validity and reliabil- 
ity of the tests was carried on, and is con- 
tinuing. 

This brief history of the testing pro- 
gram is sufficient to suggest the method of 
test construction and the philosophy mo- 
tivating the program. For those readers 
who wish to obtain a fuller understanding 
of the growth of the testing program and 
who wish to examine reports of research 
on reliability and validity, a selected bibli- 
ography is included at the end of this ar- 
ticle. 


USE OF THE TESTS 
IN BUSINESS AND INDUSTRY 


Perhaps a description of the ways in 
which two companies employ the tests— 
one as an integral part of extensive per- 
sonnel procedures, the other for a special 
purpose—will suggest the usefulness of 
the tests to business concerns. 

Among those corporations making wid- 
est use of the tests is McKesson & Rob- 
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DEVELOPING ACCOUNTING PERSONNEL FOR CONTROLLERSHIP 


Personnel development for controllership is an organiza- 
tional problem only in a very limited sense. It is much more 
a matter of providing men with training and experience 
which will deepen and broaden their understanding of 
business and business problems. 

It is simply good sense to utilize any organizational fac- 
tors which can facilitate effective training for controllership. 

Two basic approaches are suggested for developing con- 
trollership personnel, particularly executive personnel: 


Broaden pre-employment training to give a sound under- 
standing of the economics of business, statistical methods, 
principles of management, methods work, and production 


planning. 


Broaden the experience pattern by a deliberate program 
of interdepartmental promotion of promising employes. 


—From a prospectus entitled “Highlights of ‘Centralization 
vs. Decentralization in Organizing the Controller’s Department’ 
—a Controllership Foundation Report.” 


bins, Incorporated, which is engaged in 
drug, liquor and chemical wholesaling 
and drug manufacturing. It has 74 drug 
and 43 liquor sales divisions throughout 
the country, each headed by a division 
manager subordinate to a district vice 
resident. 

Although hiring and training are divi- 
sion responsibilities, divisions receive guid- 
ance and direction in these functions 
from the home office in New York City. 
Policy decisions on personnel matters and 
program recommendations are determined 
at the home office and are implemented by 
means of a comprehensive personnel and 
training manual and many recruiting and 
training aids. 

The AIA tests are an integral part of 
well-coordinated procedures for recruit- 
ment, employment, placement and promo- 
tion of certain personnel in this company. 
All applicants for employment go through 
an initial screening battery, administered 
and scored locally at the several divisions 
and consisting of the Wonderlic and the 
Minnesota Clerical Aptitude Tests. Ad- 
ditional test batteries are provided for cer- 
tain types of personnel. 

For all executive trainees other than ac- 
counting, the second battery includes, 
among other tests, the AIA Accounting 
Orientation Test, college level. 

For all personnel considered for ac- 
counting training, both the Orientation 
Test and the Accounting Achievement 
Test, Level I, are included in the second 
battery. The four-hour form of the AIA 
Accounting Achievement Test, Level II, 
is part of the second employment battery 
for all personnel considered for direct em- 


ployment in accounting positions. 

In connection with evaluation proced- 
ures for advancement of personnel within 
the company, the college-level Orientation 
Test is included in the battery for all pro- 
motions to executive positions, such as: 
Division sales manager, operations man- 
ager, credit manager, buyer, accountant, 
warehouse foreman and executive trainee. 

International Business Machines Cor- 
poration has made a logical application of 
one of the tests to the particular needs of 
one phase of its operations. This company 
has three sales divisions: Electronic and 
electric accounting machines, electric type- 
writers, and electronic and electric time 
equipment. 

Since 1951 the company has adminis- 
tered the AIA Accounting Orientation 
Test, college level, to all applicants for 
sales training in the first of these divisions. 
Accounting machine sales trainees require 
either a grasp of accounting terminology 
and bookkeeping procedures or an apti- 
tude for readily acquiring such knowl- 
edge. According to Dr. Walter J. McNa- 
mara, the company’s Coordinator of Per- 
sonnel Research, preliminary research on 
the predictive value of the Orientation 
Test in identifying those who can benefit 
most by accounting machine sales training 
has shown a satisfactorily high degree of 
correlation between test scores and grades 
achieved in the company’s training course. 

In addition to the special-purpose uses 
described above, other companies and 
firms of certified public accountants report 
uses which have proved valuable in par- 
ticular circumstances. 

Applicants returning from service with 
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the Armed Forces present educational rec- 
ords antedating such service. For positions 
requiring a high degree of present com- 
petence in accounting, the use of the 
Achievement Test, Level II, has proved 
helpful in ascertaining the extent to which 
accounting knowledge and skills evi- 
denced by those college grades have been 
retained. 

This test may serve also as a needed 
check on college grades of an applicant. 
Personnel directors are familiar with the 
significance of grades obtained from well- 
known colleges from which they customar- 
ily recruit personnel, but some graduates 
of lesser-known institutions may apply. 
Since college grading bases are not uni- 
form, the use of this test for which na- 
tional norms are available provides an- 
other basis for evaluating the academic 
achievements of such applicants. 

The description of the experience of 
large corporations contains no intended 
implication that the benefits obtainable 
from the use of this testing battery are 
available only to companies which reg- 
ularly test large groups of employes. In- 
deed, the small business—particularly 
where the services of specialists in person- 
nel techniques are not available—may be 
in even greater need of these objective 
checks on subjective judgments. The exist- 
ence of geographically dispersed testing 
centers facilitates the use of the tests with 
a minimum of organizational effort by 
smaller companies or firms. 

A discussion of the use of tests typically 
requires that certain cautions be empha- 
sized. Tests must be used with a knowl- 
edge of their limitations. There are factors 
affecting success in accounting work in ad- 
dition to those which this battery of tests 
attempts to measure. 

For example, neither personality fac- 
tors nor industriousness are measured di- 
rectly by any of these tests. Even with re- 
spect to criteria which a test was designed 
specifically to measure, too great reliance 
should not be placed on the results of any 
single test, particularly if other observa- 
tions contradict the results. Various fac- 
tors—temporary indisposition, inadequate 
motivation, and improper administration 
of the test are examples—can cause a 
“good” candidate to perform poorly dur- 
ing any one administration of a test. For 
these reasons test results are used properly 
only as part of the total data upon which 
a personnel decision is based. However, 
when tests are employed in this manner, 
most users do find that greater over-all suc- 
cess in personnel evaluation results. 


ADMINISTRATION AND 
SCORING OF TESTS 

All tests in the battery, except the high 
school level of the Orientation Test, are 
“controlled” to safeguard their content. 
This necessitates the administration of the 
controlled tests by approved examiners. 

(Continued on page 138) 
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“The Ozamatic made itself felt in 
our office from the first week—took the 
pressure off our girls, and saved us 
payroll time. We no longer have those 
desperate night sessions where the girls 
have to sweat out extra copies of reports, 
and somebody has to be on hand to 
proofread the figures... And it’s a life- 
saver during the tax rush.” 


An Ozalid machine is the modern, 
efficient and economical substitute for 
clerical copying, and retyping. It makes 
copies quickly available in any number, 
at very low cost without negatives or 
stencils, developing or drying and 
Ozalid copies are delivered dry, clear, 
accurate, legible. 

The only essential requirement is a 
translucent original. Lay the original 
over an Ozalid coated sheet, feed it into 


















‘‘“Greatest work saver 
we’ve ever had...” 


your Ozalid machine—and you have a 
copy in less than a minute. A letter 
size sheet costs less than 2¢ to copy. 


On cumulative monthly statements 
and reports, you need only one original. 
Add the new postings or entries on the 
original each month—and use Ozalid 
copies as current reports. 

For tax forms on translucent paper 
—ask any Ozalid representative. Ozalid 
copies are accepted by the Internal 
Revenue Bureau, and most State Tax 
Departments. 

Ask the Ozalid distributor (see phone 
book) for a demonstration. Or write 
208 Ozaway, Johnson City, N. Y. 

OzALIiD —A Division of General 
Aniline & Film Corporation... From 
Research to Reality...In Canada, Hughes 
Owens Company, Ltd., Montreal. 


OZALID 












The OZALID OZAMATIC 





handles materials up to 16 inches 
wide, and makes up to 1000 
copies an hour. 





is a moderately priced table model 
...can be operated by anybody... 








for Social Agencies 


Allen C. Ritz 


OCIAL AGENCIES are formed to serve the 
community and they are alike in that 
they seek to fulfill basic needs which indi- 
viduals would not themselves be able to 
satisfy. A social agency is accountable, (1) 
to its participants or members, (2) to its 
Board of Directors or Trustees, (3) to the 
Community Chest which gives it financial 
aid, and finally (4) to the community. An 
agency which is accountable for funds 
should also show that it is useful to the 
community since the success of any chari- 
table organization is measured in the serv- 
ices rendered and not in dollars. However, 
unless dollars or financial facts are care- 
fully recorded, utilized, and interpreted 
in the light of sound business practices, the 
institution will either be forced to reduce 
its services or it will not survive at all. 


IMPORTANCE OF THE BUDGET 

Some nonprofit organizations raise 
funds by their own appeals to the public, 
while others are members of a Community 
Chest or Council which generally raises 
funds for all its shareholders in a single 
campaign. Participating agencies in the 
Syracuse Community Chest and Council 
are required to submit a request budget 
during April of each year. The request 
budget is based on its community needs, 
thus it charts the course the agency ex- 
pects to follow during the next calendar 
year. 





Accounting and Budgeting 


This budget sets forth, line by line, the 
expected income as well as the necessary 
expenditures and the resultant deficit to 
be financed. In the request budget of the 
Syracuse Association of Workers for the 
Blind, Inc., commonly known as the 
“Lighthouse,” which the writer has pre- 
pared for a number of years, each line of 
this budget includes figures for (a) pro- 
posed budget, (b) current year’s budget, 
(c) actual to date, current year, (d) ac- 
tual for prior years, which is usually three 
years so that trends can be observed. 


PRCCESSING THE BUDGET 


Steps in the processing of the request 
budget may include the following: 


1. Submission of requests by depart- 
mental supervisors to the executive 
secretary or treasurer. 

2. Completion of the request budget by 
the treasurer or Finance Committee. 

3. Review of the request budget with 
the Board of Directors which after 
approval by them becomes the ofh- 
cial request of its organization to the 
Community Chest. 

4. Preliminary review of the request 
budget by the Budget Committee of 
the Community Chest. 

5. A hearing at which representatives 
of the agency meet with some of the 
Budget Committee members and re- 








ALLEN C. RITZ is president of the Syracuse Association 
of Workers for the Blind, Inc. (known as the Lighthouse) 
and served as treasurer for six years. He is also a member 
of the Advisory Board of Directors of the Syracuse Salva- 
tion Army. Mr. Ritz, who is a graduate of the College of 
Business Administration of Syracuse University with a 
B.S. in Accounting, is a CPA (New York) and controller, 
assistant treasurer and assistant secretary of Rollway 
Bearing Company, Inc., Syracuse, N. Y. He is a member 
of Controllers Institute of America, AIA, NACA and TEI. 
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view and submit answers to ques- 
tions raised by Budget Committee. 

6. Review by Budget Committee to de- 
termine temporary amount to be sub- 
mitted for Chest raising purposes. 

7. After Community Chest campaign 
and with knowledge of total pledged 
during the drive, the determination 
by the Budget Committee of the final 
grant to the agency. 

8. Approval of the Budget Committee’s 
report by the full Board of Directors 
of the Chest and notification of the 


agency. 


THE BUDGET ALLOTMENT 

The Community Chest and Council of 
Syracuse grant a lump-sum allotment 
rather than a line-by-line allotment. How- 
ever, under either method the budget must 
be revised and changed from the requested 
budget to an actual plan for expenditures 
for the coming calendar or fiscal year 
within limits of the grant. 

As a rule, the Community Chest will re- 
quest upon the budget revision that sal- 
aries, rent, and other fixed expenses be 
left as originally submitted. Normally, the 
changes should be made in other expendi- 
tures. However, there are times when in- 
come has to be lowered when an agency is 
too optimistic or vice versa. 

A revision of the budget now will give a 
more accurate listing of the income and 
expenditures. The budget cycle can be 
completed by the following procedures: 


1. Revision of the budget by the treas- 
urer or Finance Committee in the 
light of the allotment to be received. 

2. Final approval by the agency's Board 
of Directors. 

3. Monthly or periodic comparison of 
income and expenditures with the 
budget estimates. 

4. Final comparison of the year’s opera- 
tions with the budget at the year-end. 


A Condensed Comparative Balance 
Sheet is prepared so that it will ultimately 
reflect six consecutive monthly balance 
sheets. Two complete statements set side 
by side will reflect a year’s financial condi- 
tion as well as the trends for the year un- 
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der review. This exhibit is prepared on a 
duplicator master sheet and as each 
month’s balance sheet is completed, the 
amounts are typed on the master. The re- 
quired number of copies are then run off 
on the duplicating machine. 

A Condensed Statement of Operations 
and a Statement of Selling and General 
Expenses are the operating tools for the 
budget. On the Statement of Operations 
the first column on the left is the monthly 
budget. The next three columns represent 
the actual monthly amounts. The next 
three columns represent the actual and 
budgeted accumulative totals to date with 
the actual increase or decrease from the 
budget for this period. The last column re- 
flects the prior year’s actual results accumu- 
lated for the same period of time. 

Organizations that operate on an accrual 
basis often prepare a cash budget in addi- 
tion to the regular budget, in order to as- 
certain whether expected receipts will 
meet planned expenditures, both capital 
and operating. 


BUDGET FOLLOW-UP 

The final revised budget represents the 
instructions of the treasurer or Financial 
Committee to its Executive Secretary who 
will find that it sets goals for income, 
limits to expenditures, and the resultant 
expected deficit. After the budget has been 
set, its provisions must be observed even 
though pressure may be brought to bear to 
expand its services for new benefits to the 
community. Budgets often are affected by 
increases in costs and declines in reason- 
ably established income. 

A carefully prepared budget will re- 
serve commitments for some expenditures 
until sometime towards the close of the 
fiscal year, in order to protect an agency 
from financial difficulty. However, the 
Syracuse ‘‘Lighthouse’’ is the exception to 
the rule in that the last two months of the 
calendar year have the largest sales and 
thus costs are incurred in anticipating 
these sales. 

The budget should make sharp distinc- 
tions between operating costs and capital 
outlays. Some budgets may include both of 
these types of planning or they may be 
outlined separately. Some Community 
Chests relieve their members of operating 
deficits on condition that building im- 
provements, mortgage amortization, or in- 
terest be financed from other sources, usu- 
ally their capital account. 


CAPITAL AND OPERATING ACCOUNTS 

Segregation of Capital and Operating 
Accounts is common in a social agency. 
All assets and liabilities are grouped ac- 
cording to the fund to which they belong. 
Receipts and disbursements of each fund 
are recorded in a separate set of accounts 
from which a complete trial balance may 
be taken. 

The Operating Account also called Gen- 


























“You sure it starts with a letter of the alphabet?” 


eral Fund or Current Fund is used for all 
receipts allotted by the Community Chest 
as well as other income used for working 
capital purposes. All current expenditures 
are paid from this account. 

The Capital Account usually contains 
Cash, Government Bonds, Securities, 
Buildings and Equipment and Automo- 
biles. Some agencies segregate Buildings 
and Equipment from their Permanent or 
Endowment Funds. 

The assets of the Plant and Equipment 
Fund should be recorded at cost and a 
mortgage against this property would be a 
liability of this fund. Cash might also be 
included in its assets where the money was 
donated for the purchase of capital assets, 
but not yet expended for that purpose. 
When assets other than cash are donated as 
capital account assets they should be re- 
corded at market value as of the date title 
was transferred. Investments should be en- 
tered at cost in order to maintain an accu- 
rate accounting of these funds. This policy 
will not prevent amortization of premium 
or discount on bonds purchased for invest- 
ment. 

Endowment funds, whose principal is 
expected to be kept intact, are not expend- 
able. The income from such funds may be 
restricted by the donor; if not, they may be 
used for general purposes at the discre- 
tion of the Board of Directors. Generally, 
an organization has no right to deviate 
from the purpose of these funds as shown 
in the document giving expression to the 
grant, gift, or bequest. As a rule, assets be- 
longing to designated funds should not be 
loaned to other funds, nor should they be 
pledged as collateral for loans for the 
general account. 

Social agencies devoted to group work, 
recreation or youth activities (for exam- 


ple, the Salvation Army’s Band and Song- 
sters Group) may be entrusted with the 
safekeeping of the treasuries of these in- 
ternal groups which look to them for su- 
pervision and guidance. These amounts do 
not belong to the agencies but to the 
groups who have deposited these funds 
with them. The agency should keep these 
monies in separate bank accounts and 
maintain a separate cashbook for receipts 
and disbursements. Monthly reconcilia- 
tions of bank balance and checkbook bal- 
ance should be made and the proper rep- 
resentative of each group should be in- 
formed of the balance of their account. 


DEPRECIATION 

In general, social agencies do not record 
depreciation on their physical assets. Opin- 
ions vary on this subject, particularly hos- 
pitals who believe that depreciation is a 
proper operating cost. The accounting con- 
cept of omitting the depreciation is that 
the cost of the building and equipment has 
been donated by generous contributors and 
obviously they should not be asked to pay 
again for the property through inclusion 
of depreciation as a cost which results in 
increased operating deficits. Consequently, 
when a building or equipment can no 
longer be utilized, the community, theo- 
retically, will pay for its replacement 
through new donations. Any proceeds re- 
ceived from the sale of the old property 
should be applied to the purchase of the 
new assets. Thus, the accumulation of de- 
preciation reserves is not an ordinary prac- 
tice for most social agencies. 

When property is held for investment, 
the depreciation theory applies as it is con- 
sidered a fair charge against the income 

(Continued on page 152) 
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FTC Pledges Flexibility 
Chairman Howrey has held out the promise of more 
“flexible” enforcement of the federal laws against price 


discrimination. A special committee is studying the cost, 


type and price relationship in an effort to develop stand- 
ards of proof and guides in cost determination. The com- 
mittee is expected to make recommendations including ac- 
ceptance of classification of customer orders by groups 
rather than detailed analysis of individual prices to indi- 
vidual customers, acceptance of ‘‘good approximate’’ fig- 
ures regarding distribution costs, overlooking of price 
discrimination where the net effect is negligible in its dam- 
age to competition, and recognition that cost accounting 
methods must be adapted to the circumstances of the in- 
dividual business. 


Prepaid Income 

A proposed Treasury Decision would prescribe the rules 
under the 1954 Code relating to the treatment of prepaid 
income and reserves for estimated expenses. 


Elections Under Section 452 
and 462 of the 1954 Code 

Taxable income may not be computed under the method 
of accounting classified by sections 452 and 462 of the 
1954 Code (deferring prepaid income and estimating cer- 
tain expenses) unless the taxpayer’s books are kept in ac- 
cordance with such method. 


“Custody” Fees 

“Custody” fees paid by a subscriber to a sponsored in- 
vestment plan are deductible annually as a nonbusiness ex- 
pense; the subscriber-taxpayer has no election to treat such 
fee as a capital expenditure. 


Proposed Treasury Decision Prescribing 
Rules Under the 1954 Code 

Under the Administrative Procedure Act, proposed rul- 
ings under the 1954 Code concerning dealers in tax-exempt 
securities and mortgages made by joint stock land banks 
were published in the FR of December 30, 1954. 
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FTC Check Up on Compliance 
The FTC now has under way about 50 field investiga- 
tions to check the way businessmen are complying with 
FTC cease and desist orders. Of 1,000 old cease and desist 
orders that were reviewed, 24 field investigations were 
instituted and two civil penalty suits are in preparation. 


Stand-By Controls in Stand-By 

The Administration has abandoned its recently an- 
nounced plans for asking Congress to give the President 
emergency authority to control prices, wages and rent in 
the event the U. S. is attacked. Some government officials 
believe that a request for this power may be sent to Con- 
gress at a later date, however. 


Computation of Retirement 


Income on Schedule K 

A more liberal interpretation of the retirement income 
credit provisions of the 1954 IRC than is reflected in the 
individual income tax return now being distributed was 
announced in early January by the IRC. Accordingly, 
Schedule K of Form 1040 will not produce the correct re- 
tirement income credit for certain taxpayers. 


Adjusted Basis for Determining Gain or 
Loss: Basis (Unadjusted) of Property 

Under the terms of REV. RUL. 55-27, the basis of stock 
received in a taxable exchange is measured by its fair mar- 
ket value as of the effective date of the exchange, even 
though the loss sustained on the transaction was not claimed 
as a deduction in the year of the exchange. 


Traveling Salesmen 

The Revenue Service has set forth guides, supplementing 
Paragraph 6583, for determining the status of traveling 
or city salesmen. 


Accrual of Vacation Pay 

Revenue Ruling 54-608, establishing a new position on 
accrual of vacation pay, will not be applied to any taxable 
year ending before June 30, 1955. 


Government Out of Business? 

The Budget Director is expanding the review of com- 
mercial and industrial activities, now being performed by 
government departments and agencies, to determine how 
many of these activities are in competition with private 
business and how many can reasonably be ended. Each de- 
partment and agency is to submit an inventory of all com- 
mercial activities which it conducts by April 15 and an 
evaluation of manufacturing activities by July 15. 


Business in Government 

The Air Force's experiment with civilian caterers to re- 
place KP has shown that 75 full-time civilian employes are 
doing the work of 81 full-time airmen plus two or three 
other airmen for KP chores. The caterer is charging a setv- 
ice charge of 20¢ per meal as opposed to an estimated cost 
of 46¢ per meal when airmen handled KP chores. 

—BEN JAMIN R. MAKELA 
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akes your letters “bloom”! 


it’s the new 
CARBON RIBBON 2foyal standard! 







Have you ever seen a typewritten letter that looks better than 
printing? . . . one in which the individual characters seem to stand 
up black and sharp . . . have what the type experts call ‘“‘bloom’’? 







If you have, you are very lucky, because you have seen a letter 
typed on the marvelous new Carbon-Ribbon Royal Standard, an 
office typewriter so versatile that we believe it is going to be the 
accepted machine from now on. 








To know actually what this new machine will do, you must have 
it brought to your office and put through its paces. Call the Royal 
Representative and ask him to show it to you. 













































or executive typing, you get clear, beautiful For duplicating letters, you get work that is so out- 
ork in any one of the wide variety of type faces standing it is often taken for original typewritten 
vailable. The work is so good, so clean, so authori- work. The Carbon-Ribbon Royal can also be used 
tive that we want you to see it as it’s done. to fill in letters and make them look personal. 


resentative about the 
1 © the double-dut 
W carbon ribbon ROYAL standard | pice ppeuriter 


world’s largest manufacturer of typewriters —standard « electric « portable + Roytype® business supplies 











Budget Recommendations Made by CED 


Aimed at Evaluating Performance 


EASURES to make the Federal Budget 
more informative and to help Con- 
gress in acting upon it are proposed in a 
Statement on National Policy issued by the 
Committee for Economic Development. 
In a detailed analysis of the develop- 
ment and weaknesses of the procedures by 
which the Government determines its ex- 
penditures, the Committee also made sug- 
gestions for improving efficiency of gov- 
ernment operations and evaluating per- 
formance. 
“Control of Federal Government Ex- 


penditures,”’ one of the periodic reports on 
national problems issued by the nonprofit 
and nonpartisan economic research and 
education organization, is the result of an 
intensive study launched by CED more 
than two years ago. 

The Committee’s recommendations in- 
clude: 


1. Changes in the preparation and form 
of the Budget to give Congress and the 
public a clearer picture of the proposed ac- 
tivities, their relative necessity and their 
cost. The Committee urged greater use of 
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maturity dates. 


without obligation. 








Helpful Service for the 
Pension Fund Investor 


Through our 50-year specialization in bonds, notes 
and debentures, we make available an exceptional 
familiarity with the markets and with the require- 
ments of pension fund investing. Through our own 
large inventory and our active bond trading depart- 
ments in Chicago and New York, we make available 
a diversity of quality bonds in quantity—selected 
bonds that meet the fund’s need for safety, depend- 
able yield and definite return of principal at fixed 


It is very possible that you can turn our knowledge 
and service to good account in your capacity as 
trustee of your fund. And you will find helpful our 
latest list of selected offerings. Please send for it, 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 
AND OTHER PRINCIPAL CITIES 


*) 


° 35 WALL STREET, NEW YORK 5 

















the ‘program budget,” which groups ex. 
penditure requests by functions and activi- 
ties involving the same policy goal rather 
than by organization units. 

2. Creation of a Joint Budget Policy 
Conference as a step toward coordinating 
expenditure decisions and revenue deci- 
sions in Congress. The Joint Conference 
“would include several members of the 
Congressional leadership and majority and 
minority representatives from the appro- 
priations and revenue committees and the 
Joint Committee on the Economic Re. 
port.” It would meet after the President 
has submitted the Budget and discuss the 
major expenditure-revenue problems in- 
volved. 

3. Improvements in Congressional pro- 
cedures for considering expenditures, and 
authorization for the President to veto in- 
dividual items in appropriations bills. 

4, Establishment of a system of annual 
performance reports and periodic manage- 
ment audits of executive departments and 
large agencies, and the strengthening of 
the management staffs of the department 
secretaries. 


The Committee said its proposals are 
aimed at these principal weaknesses in the 
budget process: 


“1. The budget contains too much de- 
tail that is not relevant to major budget 
issues. The Budget does not clearly de- 
scribe the services provided by govern- 
ment programs or their costs. An unduly 
long period of preparation is required. 

“2. There is no systematic procedure in 
Congress to insure consideration of prob- 
lems involving relations between expendi- 
tures and revenues. 

3. The budget process in Congress is 
splintered. Expenditure decisions tend to 
be made one by one without weighing 
against one another the competing claims 
of the various government programs for 
funds and without considering the burden 
of the total. 


Not only is the information in the 
budget document deficient in some re- 
spects ; its great bulk is also a handicap, the 
Committee said. The 1288-page budget 
document for fiscal 1955 weighed five and 
a half pounds and contained a vast amount 
of detail on “objects” of expenditure: per- 
sonal services, travel, transportation of 
things, supplies, materials and the like. 
“The major budget issues would be 
clearer,” the Committee said, if this de- 
tail were deleted from the budget docu- 
ment “‘and presented to Congress as a patt 
of a yearly report on performance.” 

In recommending institution of a Joint 
Budget Policy Conference, the Committee 
noted that now “the revenue committees 
and the appropriations committees ac 
largely independently of each other; there 
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is no formal procedure that insures the 
coordination of expenditure and revenue 
decisions” or adequate consideration of 
their long-run effects on the economy. 

Under the CED plan, shortly after sub- 
mission of the Budget the Joint Confer- 
ence would meet with the Budget Director 
and any other administration officials it 
wished to hear, and attempt to arrive at a 
consensus on the expenditure-revenue 
problems, but it would make no formal 
report at this stage. Later in the session, 
but before major revenue and appropria- 
tions bills are reported, House and Senate 
members of the Conference would meet 
separately. Following the Joint Budget 
Conference each appropriations commit- 
tee chairman, in consultation with sub- 
committee chairmen, should set “‘guide- 
lines in the form of tentative dollar ceil- 
ings'for fairly sizable groups of activities.” 

In urging that the President be granted 
item veto power, the Committee noted that 
“at the present time the President can veto 
a single objectionable appropriation or leg- 
islative rider only by vetoing the whole 
bill, thus holding up funds for all the ac- 
tivities falling under the bill.” 

The Committee also proposed that the 
President submit to Congress a yearly re- 
port on the performance of the Executive 
departments and agencies, with evalua- 
tions based on measurement of unit costs 
and statistical information on perform- 
ance where possible. 

Such a report, it said, “would be of 
great use to the Executive branch where 
the main responsibility for promoting effi- 
ciency lies, and also to the appropriations 
subcommittees, the legislative committees 
and the Committees on Government Op- 
erations in Congress.” It would also relieve 
the budget document of much of the con- 
fusing detail which presently distracts ap- 
propriations subcommittees from the ‘im- 
portant problems of policy that ought to 
be more thoroughly discussed.” 

In addition, “within departments and 
large agencies, the secretary or agency head 
should have a strong and competent man- 
agement staff of his own to provide a con- 
tinuous check on the management of op- 
erations at the bureau level. Such a staff 
can examine operating procedures more 
critically than can the bureau personnel 
who are directing operations. And a man- 
agement staff is indispensable for follow- 
ing through on suggestions for improve- 
ment of efficiency.” 

These staffs, the Committee said, ‘‘will 
be more effective if a thorough manage- 
ment audit is conducted under the super- 
vision of the Bureau of the Budget once 
every several years. In such an audit, ex- 
perts from outside the agency would scru- 
tinize every aspect of agency management 
—the allocation of authority and responsi- 
bility, the flow of work, the efficiency with 
which functions are performed, personnel 
policies, and so on.” 
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ARE You 
TRYING TO 


“‘Whadaya mean pay invoices twice? 
Only a fool would do that!” 

“Or someone unaware he was do- 
ing it.” 

“Unaware? We stamp ’em when we 
pay ’em. How could you put one 
through again?” 

“By removing the paid stamp — 
anyone can do it — and submitting 
the invoice for repayment. Or by sub- 
mitting a duplicate invoice, which is 
normally issued, for payment backed 
by validating papers accidentally or 
intentionally not canceled when the 
original invoice was paid.” 

“But all my employes are honest.” 

“Every business has honest em- 
ployes. Yet fraud costs American busi- 
ness half a billion annually. Some of 
those ‘honest’ employes are stealing. 
Look, you don’t expect to have a fire. 
Yet you guard against it. Well, fraud 
costs 3 to 5 times more every year 
than fire. Doesn’t it make sense to 
guard against it?” 

“Why do you think it can happen 
to me?” 










“Because you’ve probably got the 
symptoms. Few businessmen can 
honestly say their businesses never 
paid invoices twice . . . never suffered 
some form of inventory shrinkage — 
either through accident or fraud. 

“Look . . . there are only three 
places fraud can occur: in cash re- 
ceipts, in cash disbursements, and in 
material shipments. From 70 to 80% 
of all fraud losses occur in cash dis- 
bursements. And that’s where the 
Cummins invoice canceling system 
comes in. It prevents duplicate pay- 
ments.” 

“Hmm . . . how does this system 
work?” 

For full information on how the 
Cummins invoice canceling system 
works, mail coupon below. 


Cummins Invoice Cancel- 
ing Perforator cancels in- 
voices, supporting papers 
with holes you can read, 
virtually eliminates dupli- 
cate payment of invoices. 


IN BUSINESS AND BANKS @ SINCE 1887 


On 





CUMMINS BUSINESS MACHINES 


Division of Cummins-Chicago Corp. 


Cummins Dept. C-35, 
Business 
Machines 
Name 
sales and 
service offices Firm 
in principal Address 
cities 
City 


4740 N. Ravenswood Ave., Chicago 40, Ill. 
Please send information on Cummins invoice canceling system. 


yf SO Si oem as. 
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Phenomenal Growth in Executive Health 


Programs Since End of World War Il 


MPANY HEALTH PROGRAMS for ex- 

ecutives are definitely on the increase, 
according to the findings of a study of the 
health programs of 120 companies re- 
cently completed by the National Indus- 
trial Conference Board. 

The greatest growth in executive health 
programs has taken place during the last 
ten years as 69% of the 120 cooperators 
initiated their plans at the end of or after 
the close of World War II, and half of 
this group began their programs in the 
early 1950's. 





Cost Accountants’ 
Handbook 


@ COST METHODS 
that stand up, devel- 
oped out of the ex- 
perience of well-man- 
aged companies. Or- 
ganizes everything 
you want to know 
—principles, tech- 
niques, methods for 
obtaining direct, ac- 
curate results. 74 
Contributors. 1482 
pp., 556 tables, ills. 

$10 





Covers: Reports, Analysis and Control, Cost 
Classifications, The Cost Department, Or- 
ganizing the Cost Records, Setting and Op- 
eration of Standard Costs, Estimated Costs, 
Material Costs and Inventories, Timekeeping 
and Payrolls, Labor Costs, Overhead and 
Product Cost, Research and Development 
Costs, Budgets, etc. 


RONALD HANDBOOKS are recog- 
nized as standard throughout the world. 
Thousands consider them the first place 
to go for help. Each Handbook offers, 
in compact form, the sum total of useful 
experience in its field. From all avail- 
able sources the Handbooks review, con- 
dense, and coordinate the essence of suc- 
cessful practice. 


ACCOUNTANTS’ HANDBOOK 
Over 90 Contributors. 1505 pp., 287 ills. 
3rd Ed. $10 


FINANCIAL HANDBOOK 
65 Contributors. 1289 pp., 139 ills. 3rd Ed. 
Revised Printing. $10 


MARKETING HANDBOOK 


69 Contributors. 1321 pp., 226 charts, ills. 
$10 

PERSONNEL HANDBOOK 
65 Contributors. 1167 pp., 262 forms, ills. 
$10 


PRODUCTION HANDBOOK 


90 Contributors. 1676 pp., 771 forms, ills. 
$10 


e@ Send for these Handbooks. Save postage 
by remitting with order. Books return- 
able if not satisfactory. Address Dept. C-2. 








THE RONALD PRESS COMPANY 
15 East 26th Street, New York 10 





Three fourths of the cooperating com- 
panies make the periodic physical exam- 
ination a voluntary procedure and the ma- 
jority reports about 90% participation by 
executives on this basis. Cooperators in 
the NICB study report that proper promo- 
tion and selling of the plan is one essential 
factor for ‘‘good and willing’’ participa- 
tion of key personnel in their programs. 
This selling effort begins with the initial 
announcement of the program and con- 
tinues with periodic reminders that the 
physical examination is again due. In a 
majority of companies (63%) the presi- 
dent or some other company official writes 
a personal letter explaining the plan to the 
prospective examinee, and the same off- 
cial may send periodic reminders that ex- 
amination time has arrived. 

Company practice concerning the choice 
of medical examiner varies widely among 
companies as well as within companies. 
NICB finds that 62 of the 120 cooperators 
use outside agencies only to conduct the 
medical examinations. Fifty-eight use com- 
pany doctors; however, a choice is given 
to the examinee by half of these companies 
whereby he may choose his own physician. 
Of those firms using outside agencies, 
60% use clinics or hospitals in preference 
to a private-practice doctor. 

In over 44% of the 62 plans calling for 
the use of an outside examining agency, 
only the examinee receives a report of the 
findings, but in almost as many cases, a re- 
port is also sent to the company doctor. 
When the company doctor performs the 
examination, only the examinee learns 
about the findings in about 67% of the 
companies reporting. 








Although the majority of cooperators 
believe that the findings of executive phys. 
ical examinations should be confidential 
between doctors and examinees, the study 
shows wide variations in the interpreta- 
tion of “confidential.” Such differences 
are revealed in a series of case studies cit- 
ing possible situations that might arise ina 
company when an executive’s physical ex. 
amination findings are negative. 

The chief problem presented in the 
cases is: Does a company doctor violate the 
confidential concept when he makes cer- 
tain “job and living’ recommendations 
about an executive, to his management, 
without revealing the exact nature of the 
physical examination findings? The case 
solutions show that a majority of doctor 
and laymen cooperators believe that man- 
agement should somehow be apprised of 
an executive's negative physical findings if 
withholding such knowledge might injure 
the company, the executive, or both. This 
is advocated by the cooperators even 
though the majority of them believes phys- 
ical examination findings should be “‘con- 
fidential.” 

By far the vast majority of the com- 
panies surveyed report satisfaction with 
their executive health programs. Many 
mention the number of executives who 
have received early remedial treatment for 
conditions first revealed in a periodic phys- 
ical examination. Equally beneficial is the 
clean bill of health with which a great 
many executives emerge from an examina- 
tion. Some companies that have continued 
their programs over a period of years find 
that executives who have had periodic 
health examinations are likely to be in 
better physical condition than those who 
are examined for the first time. Some firms 
also indicate that executive morale im- 
proves because of a belief that the com- 
pany is sincerely interested in their wel- 
fare. 





INDUSTRY’S BIGGEST TROUBLE 


“The biggest trouble with industry,” says John L. Mc- 
Caffrey, president of International Harvester Company, “‘is 
that it is full of human beings. The longer you are presi- 
dent, the more firmly that fact will be riveted in your mind. 

“You will learn to your sorrow that, while a drill press 
never sulks or a drop hammer never gets jealous of other 
drop hammers, the same cannot be said for people. You will 
learn that a turret lathe may run one part for ten years with- 
out affecting its willingness to be switched at any time to 
another part. But men are not that way... . 

“You will learn that you have with people the same gen- 
eral problems of preventive maintenance, premature ob- 
solescence, or complete operational failure that you have 
with machines. Only they are very much harder to solve.” 


——$—— 
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TS \ EW | Announcing the newest, finest 
in OS ¢-S aero] all Celilo mrelelel like Mureraaliit: 


the 


COMPTOGRAPH 202 


brought to you by Felt & Tarrant Mfg. Co., makers of 
the world-famous Comptometer Adding-Calculating 


Machine since 1886 


FIGURES FASTER THAN YOU THINK! 


Adds, subtracts, multiplies, even divides. tab-backspacer, AC-DC motor. Single-cycle 
Operates at startling speed of 202 revolutions action eliminates "runaway" tape. Instanta- 
per minute. Automatic Visi-balance window neous subtotals or totals at any time. Direct 
tells instantly your true running debit or action segment printing in two colors, modern 
credit balance without printing subtotal or design, portable. 

total. Speed without fatigue--keyboard de- 


signed to eliminate lateral hand movements. Get more details about this brilliant new 
office performer. Better still, ask for a free 


Exceptionally quiet, all-electric opera- office trial. Simply fill out and return the 
tion. Constant factor multiplication, erase coupon below. 


FELT & TARRANT manuracTuRING COMPANY 


° 4734 .N. Paulina St., Chicago 22, II. : 

: Gentlemen: Without cost or obligation— o The new COMPTOGRAPH CALCULATING- 

¢ (1 want more information about the new COMPTOGRAPH (7 Please arrange for a free office trial « ADDING MACHINE, the COMPTOMETER 
DICTATION MACHINE, and the 

° Nome__ i : COMPTOMETER ADDING-CALCULATING 

MACHINES are products of Felt & Tarrant 

Mfg. Co., Chicago 22, Ill. Offices in principal 

U. S. cities and throughout the world. 


Company _ 
Address_ 
City 








Effect of Changing Price Levels Studied 


ASED ON A PRICE-LEVEL STUDY by the 

American Accounting Association, 
covering a major public utility and three 
manufacturing concerns, an article by Perry 
Mason of the American Institute of Ac- 
countants, published in the January 1955 
issue of The Accounting Review, presents 
the following conclusions: 

“It seems clear that there 7s a serious 
problem. If inflation makes the rate of re- 
turn look twice as high as it is when meas- 
ured in constant-value dollars, if dividends 
turn out to be in excess of adjusted earn- 
ings, and if sizable losses occur merely 
from the holding of liquid assets, the ef- 
fects are not to be taken lightly. 

“The experiment has shown that it is 
feasible to recompute the financial state- 
ments so as to eliminate the effects of in- 
flation. The men used on the project were 
typical practicing accountants of about the 
senior level. No special training in eco- 
nomics or statistics is required. The most 
time-consuming part of the work is the 
analysis of the plant and equipment ac- 
counts and the corresponding accumulated 
depreciation. They must be analyzed by 
date of acquisition, and the retirement of 
fixed assets from service must be analyzed 
in the same way. It is this step which will 
account for the large disparity which may 
be found in making the adjustments be- 
tween the costs of one company and those 
of another. If good plant records are kept 
on punched cards, the analysis can be 
made quickly and cheaply. If the plant rec- 
ords are inadequate and the acquisitions 
and retirements must be traced back 
through the records, the process can be 


time-consuming and expensive. In some 
cases simplifying assumptions can be made 
such as the first-in, first-out assumption 
that the oldest item of equipment is re- 
tired first, but such an assumption has lim- 
ited applicability. The greatest part of the 
cost must be incurred the first time that a 
conversion of the financial statements is 
made. The extension to future years is a 
relatively simple matter which should take 
no more time than the preparation of any 
ordinary set of statements. 

“The adjusted statements should be use- 
ful to management. Attempts were made 
through consultations with officials of the 
companies studied and by correspondence 
with members of various consulting 
groups to get reactions on this point. It is, 
however, asking the impossible to expect 
an official of a company to indicate whether 
or not his decisions and policies would 
have been the same or different if he had 
had adjusted statements available during 
the past decade. The typical reaction was 
that the results were very interesting and 
that they confirmed with greater precision 
the general impressions which the official 
had had as to what was going on and 
which he tried to take into account in mak- 
ing decisions. One firm indicated that its 
price policy certainly would have been 
modified if the information had been 
available. The board of directors of an- 
other company reduced the dividend upon 
reading its report. Dividends are deter- 
mined by a number of factors, but at least 
adjusted earnings provide the directors 
with ammunition to fight off unreasonable 
demands for dividends by stockholders. 

“Another difficulty relating to the use- 
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NOISE is a KILLER 


The high frequency vibrations of NOISE cause severe nervous tension . . . 


resulting in 


headaches, irritability, indigestion, heart murmurs, ulcers, nervous breakdowns, loss of 


hearing. 


SOF’TONE stops high frequency vibrations and the new sound is like manual typewriters. 
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fulness of adjusted figures to management 
is that these adjusted amounts are still 
just original cost figures expressed in terms 
of a uniform dollar. For many of its de. 
cisions Management needs current or re- 
placement costs, not original costs, and 
this is true whether or not the price level 
has changed. (When we say that the price 
level remains constant, we do not mean, of 
course, that all prices remain constant; 
some go up and some go down, even 
though on the average they remain at the 
same level.) If, for example, the man- 
agement is considering the replacement 
of a high-priced machine tool, it is what 
that particular machine will cost, not what 
the old one cost either in terms of original 
or adjusted dollars, which must determine 
the action which is taken. 

‘Perhaps the greatest interest of man- 
agement in adjusted figures is based upon 
the hope that they can be used for income 
tax purposes, at least during periods of in- 
flation. This enthusiasm will probably 
diminish in a period of falling prices. A 
good case can be made for income tax re- 
lief and the elimination of the discrimina- 
tion which results from varying degrees of 
depreciable assets. While complete equity 
on ‘tax matters cannot be achieved, it is 
hard to see why the heavy industries 
should be penalized as they are. 

“The investor is probably the one who 
would benefit most from the publication 
of adjusted financial statements. As it is, 
neither he nor his analyst has an effective 
way of interpreting the figures which are 
given to him, The sales figures may look 
as though the volume of business is ex- 
panding, while just the reverse may be 
true. He has no way of comparing one com- 
pany with another as to its vulnerability 
to the effects of inflation or deflation. He 
cannot tell whether the dividend policy of 
the company is reasonable or not. Adjusted 
figures should help him a great deal. 

“Anyone who is interested in promoting 
the development and use of adjusted state- 
ments has to face the fact that interest in 
the problem diminishes when prices seem 
to be leveling off, as they have been te- 
cently. If prices remain on an even keel 
for several years, one would have to pre- 
dict that the problem would continue only 
as a matter of academic interest. The fact 
that prices have leveled off, however, does 
not mean that the inadequacies of conven- 
tional statements have disappeared. For at 
least a decade, in most cases, the accounts 
will reflect depreciation at the old obso- 
lete historical dollar costs and the need for 
adjusted figures will still continue. There 
is still need for further experiments and 
further study so that some day everyone 
concerned will be convinced that price- 
level adjustments of financial statements 
are feasible and useful.” 
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Institute's 50th Control Approved 


The Board of Directors of Controllers 
Institute, at its February 4, 1955 meeting, 
approved the charter petition for a new 
Control, to be known as the Long Island 
Control. The Long Island group becomes 
the 50th local Control. The last previous 
Control to be added was Phoenix, Ari- 
zona, on June 21, 1952. 

An organization meeting, held on Janu- 
ary 25, 1955 at the Garden City Hotel, 
Garden City, Long Island, was attended 
by 18 of the 32 charter petition signers. 
Also in attendance at this meeting were 
Paul Haase, managing director of Con- 
trollers Institute, and O. Townsend Mac- 
Millan, vice president and comptroller, 
New York Telephone Company and presi- 
dent of the New York City Control. 

Among the charter petition signers at 
the organization meeting were D. F. De- 
vine, chairman of the interim organization 
committee and a past president of the 
Buffalo Control; C. B. Lunsford, a past 
national director of Controllers Institute ; 
Paul A. Reck, vice chairman of the Insti- 
tute’s National Committee on State and 
Local Taxation ; and Theodore F. Gloisten, 
a past national director of Controllers 
Institute and a past president of the New 
York City Control. 

The formal charter presentation, sched- 
uled to take place on March 22, will be 
attended by national and local Institute 
officers including the national president 
of Controllers Institute, C. R. Fay, vice- 
president and comptroller, Pittsburgh 
Plate Glass Co., Pittsburgh, Pa. The or- 
ganization committee, chairmanned by 
David F. Devine, and. consisting of M. J. 
Carlson, H. P. Dolan, H.C. Pillman, E. R. 
Rimmells, L. C. Robertson, R. C. Toler 
and C. N. Wade, has met and will offer 
a slate of officers and directors. 

Attending the organization meeting of 
the Long Island Control were: (Seated— 
left to right above) Edward R. Rimmells, 
comptroller, Eastman Dillon & Co., New 
York; C. B. Lunsford, controller, Equita- 
ble Life Assurance Society, New York; 
H. P. Dolan, McLean Development Labo- 
tatory, Inc., Copiague, N. Y.; Paul Haase, 
Managing director, Controllers Institute; 
David F. Devine, vice president-finance, 
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American Bosch Arma Corporation, Gar- 
den City, N. Y.; O. T. MacMillan, vice 
president and comptroller, New York 
Telephone Company; Paul A. Reck, as- 
sistant treasurer and assistant comptroller, 


Sperry Gyroscope Co., Great Neck, N. Y. 


(Standing—left to right above) V. Mal- 
lett, treasurer, London Records, Inc., New 
York; Alfred O. Savage, assistant comp- 
troller, Standard Oil Co. (NJ), New 
York; C. N. Wade, treasurer and control- 
ler, The Patchogue Electric Light Co., 
Patchogue, N. Y.; John Pardo, comptrol- 
ler and assistant secretary, United States 
Plywood Corporation, New York; R. C. 
Toler, secretary-treasurer, Morganite, Inc., 
Long Island City, N. Y.; George E. 
Pierce, controller, Rockwood & Co., 
Brooklyn, N. Y.; H. C. Pillman, assist- 
ant secretary-treasurer, Republic Aviation 
Corp., Farmingdale, N. Y.; Paul H. 
Augspach, controller, Broadway Mainte- 
nance Corporation, Long Island City, 
N. Y.; M. J. Carlson, vice president and 
controller, Dictograph Products, Inc., Ja- 
maica, N. Y.; Charles R. Randall, Paul 
Hance Productions, Inc., New York; John 


S. Ragland, controller, Penick & Ford 
Ltd., Inc., New York; E. T. Quinn, comp- 
troller, Royal McBee Corporation, New 
York; Theodore F. Gloisten, vice presi- 
dent, American Home Magazine Corpora- 
tion, New York. 


Charter petition signers who did not 
attend the January 25 organization meet- 
ing included: Walter S. Bencher, Com- 
bustion Engineering; Paul G. Drescher, 
Associated Hospital Service; W. J. Flood, 
Fairchild Engine & Airplane Corp.; F. C. 
Gens, R. T. Vanderbilt Co.; W. G. Holl- 
man, Liberty Aircraft Products Corp.; 
P. G. Lewert, Sperry Gyroscope Co.; 
John McCusker, Squibb Institute for 
Medical Research; Olin Mathieson Chem- 
ical Corporation; Robert G. Olmsted, 
Long Island Lighting Co.; R. M. Olsen, 
Seamens Church Institute of New York; 
Clarence B. Rex, American Machine & 
Foundry Co.; L. E. Robertson, Sperry 
Gyroscope Co. ; Melville J. Roeder, Stand- 
ard Oil Co. (NJ); James F. Toole, Sperry 
Gyroscope Co.; A. A. Vogel, Emerson 
Radio and Phonograph Corporation. 
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Pricing to Maximize Return on Investment 


(Continued from page 112) 


instance it was found that P-421 had a 
15% favorable annual trend through the 
years 1950 and 1951, but then it ap- 
peared to turn downward at approximately 
12% annually during the next two years. 
As soon as this downturn is noticed, is the 
time to investigate “Why ?” 

It is also a good idea to plot cost trends 
and price trends. The important point here 
is that trend is the thing and not month-to- 
month or year-to-year comparison. Such 
allows “creeping paralysis’ to set in and 
by the time the unfavorable trend is de- 
tected, it is sometimes too late to take re- 
medial action. 

In all these economic and statistical an- 
alyses a word of caution is needed. With 
the emphasis being placed today on sta- 
tistical sampling and operational research, 
there are some who believe that manage- 
ment’s problems can be solved through 
statistical techniques alone. Statistical tech- 
niques are not tools for amateurs. None 
are any better than the ability and judg- 
ment of the men who apply them. It is well 
to beware of accepting sampling data at 
face value without testing their validity 
and reasonableness. In our company our 
marketing research people command com- 
pany-wide respect not only because of 
their statistical adeptness but more so be- 
cause of their ability to use sound judg- 
ment in interpreting the data into appro- 
priate action. 


7. Customers’ and Competitors’ Reactions 

With the statistical data compiled we 
are now ready to begin Step 7—the pan- 
oramic viewing for the purpose of propos- 
ing a price. To start this process it is neces- 
sary to engage in reflective thinking on 
some of the more intangible aspects, 
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namely, customers’ and competitors’ reac- 
tions. What will competitors do if the 
price is this or that ? One means of projec- 
tion is to take a look at what was the tend- 
ency in the past. Next, what will the con- 
sumer be willing to pay? There is usually 
a price limit to which a customer will go 
depending on the utility of the product. 
Whether the product is bought on habit or 
impulse may likewise influence the price. 
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8. The Price Proposal 

Now comes the modus operandi of the 
economic analysis program. All the data 
discussed—the “one-third computation” 
—has now been collected and is ready for 
the application of the “two-thirds judg- 
ment’’ to propose the final price to man- 
agement. In this particular instance, as is 
shown in Figure 2, Price Development 
Summary, the target price of $2.65 is pro- 
posed. This is very likely an exception to 
the general rule, but in this instance no 
other data indicated the contrary. 








This product was previously a patented 
item; the patent had expired; the sales 
trend, as we have shown, turned down; 
the cost trend is down. Companies “A” 
and “B’” had dropped their prices and 
were getting 16% and 17% of the mar. 
ket. Company “‘C”’ is not considered a fac. 
tor because of its attainment and its pro. 
motion rating, even in light of its low 
price; furthermore its product is deemed 
inferior. The demand appeared relatively 
elastic to price if the declining sales trend 
is a good criterion. It was conjectured that 
companies “A” and “B” are not likely to 
reduce their prices further. 

In view of present attainment of com- 
petition, let us say that a goal is set at 15% 
of the market potential or 450 units. To 
break even at present direct profit of $510, 
only 365 units are needed at the target 
price. Net profit at break-even is likely to 
be the same or even higher because of 
better fixed cost absorption. Consequently, 
if the attainment goal of 15% can be 
reached, the direct profits on the excess of 
450 over 365 units will be out-and-out real 
profit. The target price is only ten cents 
higher than the highest competitive price, 
and it is felt that the firm can differentiate 
its product sufficiently to overcome that 
small price difference. Accordingly the 
$2.65 price is proposed. 


PRICING NEW PRODUCTS 

The foregoing has principally dealt with 
repricing of established products. What 
about pricing new products? The princi- 
ples are the same and the application of 
the economic analysis program is similar. 
New products call for a slightly different 
outlook and some other considerations. 

Since there is no past for the particular 
product, forecasting of the future may call 
for more intuitive and ingenious means. 
History of similar products may be found 
helpful. “Test marketing,” that is, testing 
the acceptance of the product in a selected 
area has much to recommend it. This in- 
volves the whole scheme of product intro- 
duction and is too involved to be discussed 
as a part of this subject. 

Two important alternatives facing man- 
agement on new product pricing, espe 
cially patented or controlled items, are (1) 
set the initial prices high enough to skim 
the cream of demand or (2) start with low 
prices aimed at full market penetration 
and discouraging competition. A sound 
decision can only come from a complete 
weighing of all the factors involved. If 
competition is likely to be active regard- 
less of the approach, then it is advisable 
to attempt the first alternative in order that 
research or engineering costs and initial 
promotional costs may be absorbed as 
quickly as possible. If, on the other hand, 
significantly lower costs are forecasted 
through increased volume, then it would 
be well to adopt low prices at the outset, 
again for the purpose of equating marginal 
revenue and marginal costs and thereby 
maximizing profits in the long run. 
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As in any kind of pricing, pricing new 
products is not a matter of applying a for- 
mula and saying, ‘“That’s that!’’ As in re- 
pricing it calls for a process of building up 
an integrated picture by estimating the 
economic factors of investment, costs, mar- 
ket, promotion, and elasticity; then, by 
engaging in reflective thinking, apply 
sound judgment in deciding among the 
various alternatives offered. 

The process does not end here, for new- 
product conditions change rapidly. The 
economic analysis must be constantly pro- 





jected forward to keep the price abreast of 
current and foreseeable conditions. 


CONCLUSION 
The foregoing program is not repre- | 
sented as a panacea for all pricing prob- | 
lems. Nonetheless the mere fact of be- 
ing able to take a “‘panoramic view” of an | 
integrated picture leads to effective pricing | 
which is a vital step toward maximizing | 
long-range return on investment. 


} 


| 


CPAs Urge Companies | 


Change Fiscal Years | 


The calendar year is seldom the best | 
choice for a company’s fiscal year, accord- | 
ing to a new pamphlet “Do You Close | 
Your Books on New Year’s Eve?” pub- 
lished by the American Institute of Ac- 
countants to encourage businesses and or- 
ganizations to use fiscal years based on 
their natural business years. 

Use of the calendar year for financial 
accounts was brought about in the United 
States by the excise tax law of 1909, and 
the habit remained after the law was 
changed, the pamphlet points out. 

Advantages cited for natural business 
year accounting are: 

1. Inventory can be taken when it is 
lowest and when employes are least busy. 

2. The balance sheet will show the com- 
pany’s most liquid position—always a help 
in getting bank credit. 

3. The income statement will show re- 
sults of operations during an actual cycle 
of the business—rather than a mixture of 
the end of one season and the beginning of 
another. 

4. Financial statements for each year 
will be available earlier for the following 
year’s planning. 

5. Tax returns will show smaller 
amounts for inventories and accounts re- 
ceivable, reducing the area of possible dis- 
pute with the Government. 

6. Certified public accountants will be 
able to render service to the company more 
effectively when they are not in the midst 
of calendar-year auditing. 

Single copies of the pamphlet are avail- 
able without charge from the Natural Busi- 
hess Year Committee, American Institute 
of Accountants, 270 Madison Avenue, 
New York 16, N. Y. | 
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Keep production costs in 
line with automatically 
computed, precision 
Calculagraph job time 
records. Just stamp card 

at beginning and ending 
of the operation. Calcula- 
graph prints date, starting and 
finishing time plus precision calculated elapsed 
time. One Calculagraph can record and compute 
job time data for one entire shop or department by 
handling any number of cards in any sequence. 
Accurate, printed Calculagraph records can be filed 
for future use in estimating on new orders and 
checking production efficiency. Calculagraphs are 
low in cost, practically maintenance-free and built 
for a lifetime of dependable service. , 


Agents in Principal Cities; Ask for a Demonstration— 
Call or Write Dept. 302A 


CALCULAGRAPH COMPANY 


SUSSEX STREET, HARRISON, NEW JERSEY 


d complete data on Calculagraph to: 


Sen 
TITLE.__—_—__—__ 


eee 
A. rnc ONE 


i. ten 


= ——_——__ 
nF“ Pe 


Se BR Ss ahve Oe 


i 
\ 












133 














CIA Southern Regional Conference Plans Announced 


tb TULSA CONTROL, host at the 1955 
Southern Regional Conference of Con- 
trollers Institute of America, which will 
be held in Tulsa, Oklahoma, has devel- 
oped a program geared to the problems 
which controllers face today. Conference 
General Chairman Tom Gabbert (plant 
controller, Douglas Aircraft Company, 
Inc.) announces that a full program is 
scheduled from Thursday, March 31, to 
Saturday, April 2. Conference headquar- 
ters will be in the Mayo Hotel. 
Conference Program Chairman Sid 


Williams (assistant controller, Sohio Pe- 
troleam Company) has arranged for out- 
standing speakers on timely subjects. Fea- 
tured speakers at the Thursday technical 
sessions will include, Luther Harr, assist- 
ant sales manager, Electronic Computer 
Department, Remington Rand Inc., New 
York, whose subject will be “Electronic 
Computers,” and G. W. Welsch of Ly- 
brand, Ross Bros. and Montgomery, Dal- 
las, Texas, who will discuss “Industrial Fi- 
nancing.”” On Friday, the spotlight will be 
on Eldred H. Scott, controller, The De- 












A Service To Help You 
MASS-PRODUCE 






SALES 
in 1955 









With the mad scramble for busi- 
ness predicted by the experts for 
the months ahead, your com- 
pany’s sales staff will need all the 
facts and figures you can muster. 

Just as automatic techniques 
have revolutionized production, 
the new push-button methods 
and wonder machines now avail- 
able at STATISTICAL make pos- 
sible a service geared to give your 
company the ammunition you 
will need to mass-produce sales. 

Through the magic of the new 


STATISTICAL TABULATING COMPANY 


Established 1933 ¢ Michael R. Notaro, President 


NEW YORK 
89 Broad Street 
WHitehall 3-8383 


CHICAGO 
53 W. Jackson 
HArrison 7-4500 


NEWARK 
National-Newark Bldg. 
MArket 3-7636 


411 N. Tenth St. 
CHestnut 1-5284 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 


mechanical-brain equipment, 
STATISTICAL can help you get the 
facts about every angle of your 
sales and distribution picture— 
accurately and in the shortest 
possible time. This includes valu- 
able data heretofore unavailable 
because of its high cost through 
manual methods. 

It will pay you to get the com- 
plete story on this work-saving, 
cost-cutting service. Just phone 
or write our office nearest you. 


sic 





TABULATING 
CALCULATING 


ST. LOUIS 


TYPING 


PERSONNEL 


TEMPORARY OFFICE 








troit Edison Company, Detroit, Michigan, 
whose subject will be “The Future of 
Atomic Power in Industry,” and Gene M. 
Woodfin of Vinson, Elkins, Weems and 
Searles, Houston, Texas, who will discuss 
“Government Regulations and Business 
Initiative.” 

The luncheon and banquet sessions will 
be less technical but no less interesting and 
important. R. H. Collacott, assistant to the 
Chairman of the Board, Standard Ojj 
Company (Ohio), Cleveland, will discuss 
“Social Responsibilities of the Business. 
man” on Thursday, while Harry Wood- 
head, vice president and general manager, 
Douglas Aircraft Company, Inc., Tulsa, 
will have the feature spot at the Friday 
luncheon in his discussion of “Giving 
Budgeting Appeal to the Foreman.” At 
the banquet on Thursday, Dr. Kenneth 
MacFarland, the well-known speaker from 
Topeka, Kansas, will discuss ‘Timber 
line.” 

On the lighter side, the program is 
equally attractive and diverse. A reception 
will be held on Thursday, prior to the 
banquet and on Friday evening a dinner 
dance will be held. The highlight of the 
entertainment features, according to Tom 
Gabbert, will be the Saturday visit to 
world-famous “Woolaroc’ (the Phillips 
Ranch). In addition to a tour of one of 
the most lag aa ranches in the coun- 
try, a buffalo luncheon will be served at 
the private lodge. 

The chairman of the Ladies Hospitality 
Committee, L. W. Bennett, treasurer, Sun- 
ray Oil Corporation, Tulsa, has arranged 
a program that is built around the out- 
standing scenic attractions of Tulsa. A spe- 
cial luncheon is planned for the ladies at 
the beautiful Southern Hills Country Club. 


INCFO Conferences 


Two spring conferences are being 
planned by the Institute of Newspaper 
Controllers and Finance Officers—the Na- 
tional Spring Conference, to be held April 
17-19 in the Sheraton-Gibson Hotel, Cin- 
cinnati, Ohio, and a Western Regional 
Conference, which is scheduled for May 
22-24 in the Mission Inn, Riverside, Cali- 
fornia. 

Topics to be covered are being chosen 
by the Institute members themselves 
through the medium of a questionnaire. 





IN SOUTHERN CALIFORNIA 
Horton Insurance Analysis Service 


CORPORATE INSURANCE ADVISERS 


—FEE BASIS ONLY— 
714 W. Olympic Blvd., LOS ANGELES 15 
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Decimal Central 


Purpose Computer 

To meet the growing demand for a 
low-cost, easy-to-operate general purpose 
computer, the National Cash Register 
Company's Electronics Division (formerly 
Computer Research Corporation) has de- 
veloped a new electronic data-processing 
machine which has the ability to accept 
data from an electric typewriter, punched 
paper tape, magnetic tape or punched 
cards. All data is entered into the ma- 
chine, operated on, and printed out in 
decimal form. This feature greatly en- 
hances the computer’s usefulness in many 
commercial applications. 

A new high-speed tape reader, capable 
of reading 200 characters per second, and 
a new paper tape punch with a punching 
speed of 60 characters per second, are 
available as accessories. These devices 
greatly reduce machine-filling time and 
problem change-over time, thereby reduc- 
ing the cost of operations involving the 
input and output of large amounts of data. 


New Depreciation Methods 


The comparative effect of straight-line, 
declining-balance, and sum-of-the-digits 
methods of computing depreciation is illus- 
trated by a colored chart and accompany- 
ing schedule reflecting the annual depre- 
ciation provision and the cumulative re- 
serve for assets having lives of ten and 
twenty years, respectively. Copies of the 
chart are available free from the Ameri- 
can Appraisal Company, 525 East Michi- 
gan Street, Milwaukee 2, Wisconsin. 


Automation in the Home? 


A magnetic tape recorder-playback ma- 
chine,. demonstrated by Magnecord, Inc., 
can be used to make a cake. The recorder- 
playback machine, using conventional 
magnetic recording tape, is connected to 
electronic relays controlling the glass tubes 
housing the various ingredients of the 
cake and also to an ordinary household 
electric mixer. After putting the instruc- 
tions on the tape, the tape activates the re- 
lays and the ingredients, in correct amount 
and sequence, are automatically poured 
into the mixing bowls and the mixer 
turned on. 


Automation Opposed by Union 


Some union leaders are bolstering their 
arguments for the guaranteed annual wage 
on the grounds that automation will create 
joblessness. UAW’s Reuther insists more 
automatic auto factories mean mass unem- 
ployment. 


See 





ACCOUNTANT 


For New York Management Consulting 
Firm. Requires experience in cost accounting, 
analysis of systems and procedures and es- 
tablishment of financial controls. Age: 28-35. 


Box D 2168 
The Controller, 1 E. 42 St., New York 17 
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Big help—in any business! 


That’s office equipment—from typewriters to electronic brains 
—a two billion dollar business that brings new speed and 
efficiency to industry each year. 

Good opportunity for investors? 

Perhaps. 

But to help you decide for yourself, we’ve just prepared a 
28-page report that makes rewarding reading for anybody 
interested in office equipment. 

The report begins with an objective review of the industry 
as a whole ... explores its past, present, and future . . . high- 
lights some of the more important problems and opportunities 
that bear directly on the business. 

Then it focuses in turn on each of 18 leading firms in the 
field... gives you facts and figures on sales, earnings, dividends 
—plus a pretty fair idea of just where each company stands 
today—and might stand tomorrow. 

There’s no charge for this report, of course. 

If you'd like a copy of “THe Orrick EquipMENT INpusTRY”, 
simply call, or write— 

Watter A. ScHo.i, Department KY-15 


MERRILL LYNCH. PIERCE. FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 














Here Is A Report You Should Have On 


| $650,400,000 IN 
RETIREMENT PLAN CONTRIBUTIONS 


Reports on retirement plan contributions by name of the firm of 515 employers have 
been distributed to subscribers of the RESEARCH REPORTS, an employee benefit plan 
loose leaf administrative service issued weekly by the publishers of the Employee Benefit 
Plan Review. 

Total expenditures and unpaid past service liability figures (mainly 1953 data) for 
the 515 employers follows: 

(Note: Figures are in millions. Last five digits are dropped, not rounded out.) 


CONTRIBUTIONS 


# of 
Companies Future Past Unfunded Past 

GROUP* Reporting Service Service Total Service Liability 

A 172 $124.3 $57.2 $199.4 $ 505.4 

B 36 20.0 10.5 32.5 — 

Cc 124 ag —_ 142.1 459.0 

D 167 at oe 267.4 — 

E 5 aaa a — 11.9 

F 7 4.8 — — 36.8 

G 3 2.5 a oa ote 

H 1 _ 1.1 aes 5.8 

TOTAL 515 $151.8 $68.9 $641.9 $1,019.1 
Future service contribution not in total 7.4 
Past service contribution not in total 1.1 
TOTAL ANNUAL CONTRIBUTION $650.4 


*Grouped by data available 


NEW SUBSCRIBERS OF THE RESEARCH REPORTS NOW 
RECEIVE OVER 1,000 PAGES OF ACCUMULATED INFORMATION 
IN 3 LARGE (814x11) RING BINDERS 


For further information write: 
CHARLES D. SPENCER & ASSOCIATES, INC. 
166 W. Jackson Blvd., Chicago 4, Ill. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO - LOS ANGELES 














It’s all these reasons . . . and more . . . that make “‘Printed by 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 
documents for you . . . Registration Statements, Prospectuses, Annual 
Reports, Proxy Statements and many others. 

We’re available “Wight ¢& Day’’ and offer our long “‘Experience”’ 
to give you “‘Personalized Service’? with your printing needs . . . fast ! ! 


Pandick Press, Ine: 


Established 1923 
22 THAMES ST., NEW YORK 71 CLINTON ST., NEWARK, N. J. 
WOrth 4-2900 NY 1-3167 MArket 3-4994 


New Employe Benefit Plan 


A “package” employe benefit plan 
containing death benefits before or after 
retirement, lifetime monthly retirement 
income, pensions for widows and or. 
phans, and optionally, temporary dis. 
ability income benefits, has been de. 
veloped by the Philadelphia National 
Bank and Mutual Life Insurance Com. 
pany of New York. Designed to meet 
the need of smaller institutions with 
only a few employes, it is said to com. 
bine the advantages of trusteed plans 
offered by banks and insured plans of. 
fered by insurance companies. 

The cost of the plan will be based on 
an actuarial study of each bank’s em. 
ployes from the standpoint of age, 
length of service, dependents, etc. with 
the coverage tailored to fit each em- 
ploye’s need. The costs are established 
by use of a high-speed IBM electronic 
computer, which Mutual of New York 
has and which can turn out cost data for 
employes at a rate of 8 per minute, com- 
pared with “perhaps a couple of days” 
that would normally be required for a 
human actuary to figure one case. 

Under the plan, 20% of an employer's 
periodic contributions to a group cover- 
age plan for his workers would go di- 
rectly to purchase life insurance policies, 
The additional 80% will go into a fund, 
with Philadelphia National Bank as 
trustee. The fund will be invested with 
proceeds aimed at providing additional 
insurance and pension protection to sub- 
scribers. 


Machine Equipment 
for Production Control 


The big clerical job of collecting pro- 
duction line data in the Hiram Walker 
& Sons Inc., Peoria, Illinois, distillery 
is now being handled by IBM machines. 
Previously, Hiram Walker had used a 
production analysis system based on 
manual entries and calculations, which 
proved unsatisfactory because it was too 
slow in supplying statistical information 
that pinpointed machinery trouble spots. 
The productivity results were also slow 
in being recorded. 

Under the new system, operating per- 
sonnel have available, shortly after the 
start of each day, complete reports of all 
bottling and packaging line operations 
of the previous day. Installation of the 
new system required no great outlay of 
money because the company already had 
IBM equipment in operation perform- 
ing other calculations. 








A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Manag t Engineers 
Park Building Yonkers, N. Y. 
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Rise in Profit-Sharing 
Plans Noted 


Nearly 8,000 corporate profit-sharing 
Jans are now on file with the Internal 
Revenue Service of the Treasury Depart- 
ment, compared with 6,000 a year ago and 
549 ten years ago. The Council of Profit- 
Sharing Industries, an information distrib- 
uting group, has several hundred “‘associ- 
ate members” who have joined just to get 
information preparatory to establishing 
plans. 

Profit-sharing plans are of three basic 
types. Some pay off in cash, usually once 
or twice a year, while other plans put the 
profits into trust funds payable when the 
employe retires or leaves the company. 
These payments can be periodic or in a 
lump sum. The third method is to combine 
cash and deferred distribution. 

According to the Council of Profit-Shar- 
ing Industries, 42% of its member com- 
panies have deferred plans, 41% have cash 
plans and 17% have combined plans. Last 
year 50% were cash plans, 40% were de- 
ferred and 10% combined. 

The percentage of profits set aside under 
any of the plans ranges all the way from 
5% before taxes to 50%, with a typical 
share running from 20% to 25%. In terms 
of annual salary, the distributions run 
from 5% to 100% of an employe’s an- 
nual pay, with a representative share 
around 10-12%. 

According to those who have experience 
in the plans, profit sharing has its limita- 
tions. In a business where a major part of 
the cost of the product is represented by 
the cost of raw materials, there is very 
little that any employe or a group of em- 
ployes can do to modify or influence the 
over-all performance. In a big company, 
often, the end results may be so far re- 
moved from an employe’s effort that the 
incentive factor in profit-sharing is lost. 


Increase in “Fringe” Benefits 


Payments by American corporations 
for “fringe” benefits in 1953 amounted 
to $9.67 billion or 5.9% of 1953 total 
pay roll. The payment in 1953 not only 
set a new high but the amount was 
about 48% greater than in 1950 and 
matly triple the amount paid out in 
1943, 

A break-down of the employe benefit 
payments in 1953 showed that employers 
contributed $4.93 billion for private 
pensions and welfare funds, $2.12 bil- 
lion for old age and survivors insurance, 
$1.59 billion for unemployment insur- 
ance and $1.03 billion for other benefits. 

The big rise in “wage extras” did not 
start until 1936 when unemployment in- 
surance payments came into being on a 
large scale. In 1937, added impetus was 
given by the start of payment toward 
old age and survivors insurance. 
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1955 
EASTERN 
CONFERENCE 


CONTROLLERS INSTITUTE OF AMERICA 


Program 


ANNUAL MEETING OF MEMBERS 
Election of National Directors; Voting on Amendments to 
By-laws; and Other Business. 


RECEPTION FOR MEMBERS 


TECHNICAL SESSIONS 

Speaker: Dr. G. P. Gilmour, president, McMaster Univer- 
sity, Hamilton, Ontario. Subject: Advances in Canada’s 
Economic and Political Scene. 

Speaker: John V. van Pelt III, controller, the Kendall 
Company, Walpole, Massachusetts. Subject: Management 
Planning and Control. 


LUNCHEON 
Speaker: Hon. Walter H. Harris, Minister of Finance, Ot- 
tawa, Ontario. 


TECHNICAL SESSIONS 

Speaker: James L. Peirce, vice president and controller, 
A. B. Dick Company, Chicago, Illinois. Subject: Aspects of 
Controllership. 

Speaker: George Aitken, assistant general manager and 
controller, Great West Life Assurance Co., Winnipeg, 
Manitoba. Subject: Business Administration. 


BUFFET SUPPER AND DANCING 


TECHNICAL SESSIONS 

Speaker: Harvey Perry, director, Canadian Tax Founda- 
tion, Toronto, Ontario. Subject: Trends in Tax Legisla- 
tion in Canada and the United States. 

Speaker: Allen W. Rucker, president, Eddy-Rucker-Nickel 
Co., Boston, Mass. Subject: Productivity. 


LUNCHEON 
Speaker: Hugh McLennan, author. 


Special Athaction: 


COLORFUL CEREMONY 


by 


THE 48TH HIGHLANDERS PIPE BAND 





Sponsored by the Hamilion and Toronte Controls 





APRIL 
28-30 
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Evaluation of Accounting Personnel 


(Continued from page 118) 


In addition to the administration of 
tests to students at colleges, the AIA test- 
ing program maintains testing centers 
throughout the country for those individu- 
als not enrolled in a participating college 
or employed by a participating company. 
‘The services of these testing centers may 
be utilized also by companies or firms 
which have occasion to test employes in 
such small numbers and so sporadically as 
to make the appointment of a company ex- 
aminer impracticable. 

However, firms and industrial organiza- 
tions may arrange to administer the tests 
locally to their own employes or appli- 
cants for employment and to do their own 
scoring. Each such organization designates 
an examiner (or examiners, if tests are to 
be administered at several branches) and 
it is this official who administers the pro- 
gram for his organization. 

No special skill is required for adminis- 
tering the accounting tests. Detailed direc- 
tions are supplied in a manual of instruc- 
tions, indicating the exact procedure to be 
followed and the exact time limits to be 
allowed. The time required for the ad- 
ministration of the complete series of three 
tests is approximately four hours when the 
short form of Achievement Test, Level II, 
or Achievement Test, Level I, is used and 
six hours when the long form of the Level 
II is employed. 

All tests are completely objective and 





MAYO HOTEL 











Southern Conference 


CONTROLLERS 
OF AMERICA 


Sponsored by the Tulsa Control 





Oil Capital of the World 


all answers are marked directly in the test 
booklets. Therefore, all may be scored 
clerically by means of scoring keys. No 
knowledge of accounting and no judg- 
ment with regard to correct or incorrect 
answers is required of scorers. 

Scores are converted into percentile 
ranks from tables of norms which are fur- 
nished with the tests. This percentile 
shows how the individual compares with 
others who have taken the tests. Although 
the norms supplied are usable directly for 
most organizations, the testing office will 
assist in the construction of special norms 
for an individual company in which the 
testing population is sufficiently large to 
make this feasible. 

Local scoring by the company-user (im- 
mediately after the tests have been given) 
is possible and is recommended for the 
Achievement and Orientation Tests, 
thereby making the scores available for 
immediate use. However, for the Strong 
Blank the use of ape mechanical equip- 
ment is necessary for scoring, and this usu- 
ally necessitates scoring of this blank by 
the AIA testing office. 

The project office is prepared to score 
and report the results of all tests in the in- 
dustrial testing program, whenever com- 
panies so desire. The report can be made 
either in the form of typed lists or indi- 
vidual record cards, or both. 

Central scoring and reporting services 








INSTITUTE 


MARCH 31 - APRIL 2 
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are recommended particularly when large 
groups of employes are tested at the same 
time and when immediate reports of te. 
sults are not needed. Under usual circum. 
stances, a report of results can be returned 
by the testing office within a week from 
the time the tests are received for scoring. 
Interpretation of the results is furnished 
with group reports. 
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DEPARTMENT STORES 
.. simplify figuring of 
accounts payable invoices with the 
fully automatic Friden Calculator, 
use Friden shortcuts on payroll 
and statistical calculations, 
expense distribution, inventory 


RESTAURANTS 


..use the fully automatic 
Friden Calculator to quick-check 
operating expenses, daily item costs, 
income and invoices, also for 
payroll and tax calculations 


DRUGGISTS 


...doing widely varying volumes 
of business reduce overhead operating 
cost with the fully automatic Friden 
Calculator. They use the Friden on 
inventory, to extend and audit invoices, 
for payroll and tax calculations 


BUILDING and LOAN FIRMS 
...compute interest an loans 

nd savings in the simplest way with the 

fully automatic Friden Calculator, 

| also prorate expenses and figure 

yields on investments 


BUS LINES 


_ ++Use the fully automatic 
Friden Calculator to compute costs per 
passenger mile, to total and analyze 

| ticket Sales, process payrolls and 

| invoices payable, break down and 

) allocate maintenance expenses 


AUTO DEALERS 


-use the fully automatic 
Friden Calculator for budgeting, 
daily operating control, auditing of 
invoices and repair orders, to take 
parts inventory, figure tax accruals 


© Friden Calculating Machine Co., Inc. 





XUM 





Deep in the everyday figure-work of all 
business is America’s most wanted, 

most needed calculator. Automatically— 
without operator decisions —the Friden 
performs more steps in figure-work 

than any other calculating machine ever 
developed. Operation is no problem: 
Anyone can use the fully automatic 
Friden with the simplest instructions. 
This Calculator so reduces job time on 
payroll, invoices, inventory, discounts 
and statistics that its cost is amortized 
quickly. Ask your nearby Friden Man to 
demonstrate time-savings your business 
can make with Friden figure-thinking. 
FRIDEN CALCULATING MACHINE CO., 
iNc., San Leandro, California. 







More businesses every day 
mechanize their Kquung 


 Friden 


PRODUCTS OF FRIDEN » THE AUTOMATIC CALCULATOR + THE NATURAL 
WAY ADDING MACHINE - THE COMPUTYPER - THE ADD-PUNCH MACHINE 
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WILLIAM H. WALLING, Chairman of 
the Board, Rogers-Kellogg-Stillson, Inc., 
and of Lanston Monotype Corporation. 
President, Printing Industry of America. 


“Paper,” says Mr. Walling, “is quite 
literally the very foundation for our 
product...and, in the interests of my 
clients, | continually recommend the 
use of quality papers...for, after all, 
they yield so much more satisfaction 
in appearance and serviceability... 
and the cost increase, if any, is minor.” 


FOR EXAMPLE: Your business sta- 
tionery, Surveys by the National 
Stationers’ and Office Equipment Asso- 
ciation show that the paper constituting 
the average letterhead, envelope and file 
copy costs Jess than a postage stamp. 
This microscopic cost rises /ess than 1% 
of total correspondence costs when you 
entrust your letters—your personal 
representatives—to the highest-quality, 
most impressive, rag-content letter 
paper obtainable: ADVANCE BOND. 


ANOTHER EXAMPLE: Your business 
records. Record paper averages but 1% 
of total accounting costs. This minute 
cost increases Jess than 1% when you 
select the most durable, permanent 
record paper made: L. L. BROWN’S 
LINEN LEDGER. 


Thus at practically no extra cost, you 
can be sure of prestige-enhancing sta- 
tionery and dependable records regard- 
less of time and hard use. These plus 
values have characterized L. L. Brown 
papers for 106 years. 


Your regular supplier of stationery and 
records is well versed in the various 
L. L. Brown papers. He will gladly 
recommend those best suited to your 
particular requirements. L. L. Brown 
Paper Company, Adams, Mass. 


L.L. BROWN 
(S| papeRs( 


“*SO MUCH extra value 
FOR SO LITTLE extra cost’’ 


Since 1849 
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PENSION PLAN EXPERIENCE AND TRENDS* 
By Walter J. Couper and Roger Vaughan 





Reviewed by J. A. McBRIDE, JR. 
Vice-President and Secretary-Treasurer 
Omar, Inc. 

Omaha, Nebraska 


We would commend this book to every- 
one who is planning to initiate a pension 
plan and also to those who have a pension 
plan. It covers the changes that have taken 
place from 1932 down to late 1952 and 
even into 1953. Sponsorship by Industrial 
Relations Counselors, Inc., a nonprofit or- 
ganization, insures an unbiased treatment 
of this subject. 

We would recommend that the entire 
book be read by financial officers and per- 
sonnel people. The authors claim it was 
written in. nontechnical.language under- 
standable to the layman, but we would 
suggest they confine their reading to Chap- 
ter VIII entitled, “Some Broad Considera- 
tions and Conclusions,” as well as the sec- 
tion at the back of the book entitled, 
“Planning Ahead for Retirement.” We 
think the 32 tables throughout the book 
could be simplified somewhat for the 
layman; the very fact that they require so 
much explanatory matter indicates that 
they are more complicated than needed. 
However, for the technician the book pro- 
vides considerable help by way of formulae 
and tables in arriving at estimates. 

The study covers 491 companies em- 
ploying some 4.5 million people, an esti- 
mated one-quarter to one-third of all pen- 
sion plan participants in the United States. 
The authors conclude that while a pension 
plan should be tailored to the requirements 
of each individual company, there is no 


justification for excluding any group of 
employes. They discuss the various eligi- 
bility requirements and conclude that there 
is no generally recommended standard, 
They give arguments for and against non- 
contributory plans and while the trend is 
toward noncontributory plans, they feel in 
principle that contributory plans are 
sounder. 

Their discussion of a choice of financing 
methods includes trust funds, group an- 
nuities and individual policies. The chap- 
ter includes some valuable statistical infor- 
mation on mortality and some mathematics 
which would be very helpful in estimating 
results. 

Considerable space is devoted to a dis- 
cussion of setting benefit levels. It covers 
the necessity of providing adequate bene- 
fits—the fixed benefit vs. the money pur. 
chase basis—the various earnings bases 
used in setting benefits—past service cred- 
its—maximum and minimum benefits— 
and integration with the Federal Old-Age 
Benefits. It winds up by giving the change 
in benefits from 1948 through 1953 and 
gives standards to use for the measure: 
ment of the generosity of a plan. It dis- 
cusses the adequacy of ; retirement bene: 
fits and the problem of inflation. 

The solution to the problem of inflation 
as it relates to benefits to be paid has justi- 
fied the investment of a larger proportion 
of pension funds in stock and other equi- 
ties. Recent legislation in several states au- 
thorizing trustees and insurance companies 
to invest specified proportions of their re 
sources in common stocks recognizes the 
propriety of this action. 

The discussion of pension plan costs 
concludes that there are no bargains i 
pensions; you have to pay for what you 
get, and you get only what you pay for. 
The only element of flexibility is in the 
manner in which the outlays are planned 
to try to meet the unalterable real costs. 

The authors conclude that only a vety 

* Published by Industrial Relations Counsel- 


ors, Inc., 1270 Avenue of the Americas, New 
York 20, N. Y. $5.00. 
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rough “rule of thumb” on vesting is that a 
deferred full vesting provision is about 
average, if current service benefits vest 
after 20 years of service, or after 10 years 
of plan participation, or after age 50 and 
15 years of service. 

Traditionally, retirement age has been 
set at 65 years of age for men and 60 for 
women. The authors feel that, like many 
others, age is not the proper criteria for re- 
tirement and that other criteria should be 
developed. They feel consideration should 
be given to the fact that people today are 
in better shape at 65 than people years 
ago were at 50, and the fact that some 
people, even today, are not in good health 
at a somewhat earlier age. 

Some of the more important trends con- 
duded by the authors are toward the fol- 
lowing: 

1, Relaxation of age and service eligi- 
bility. 

2. Noncontributory basis. 

3, Substantial minimums. 

4. Disability pensions prior to normal 
retirement age. 

5. The use of a final or final average pay 
base. 

6. The trustee type or deposit adminis- 
tration plans in place of conventional 
group annuities. 

7, A pay-out in equities rather than in 
specified dollar amounts. 

8. More liberalization of vesting pro- 
visions. 

9. A retirement age other than 65. 

10. Individual plans for individual 
groups of employes. 

11. Other benefits for pensioners, such 
as providing hospital, surgical, medical 
and other related benefits for pensioners 
and their dependents. 


The final 50 pages of this monograph 
contain some rather interesting and useful 
information for anyone concerned with the 
preparation of a pension plan or the study 
of an existing pension plan. Several pages 
are devoted to a glossary of pension terms. 
Another short chapter is entitled, ‘Tax 
Aspects of Pension Planning.’ There is a 
mortality table, a table on compound dis- 
count, a table on accruals at compound in- 
terest, and a table of group annuity rates 
quoted by a leading insurance company. 

Another chapter is devoted to Federal 
Old-Age and Survivors Insurance Pro- 
gram, giving a bit of history of the Social 
Security tax laws together with the extent 
of coverage and the kind of benefits paid. 
There is a copy of a six-page form furn- 
ished by a large oil company to its em- 
ployes to aid them in developing their in- 
dividual retirement plans. They have also 
illustrated a type of report to employes that 
could be used. The book winds up with a 
faitly comprehensive bibliography on the 
subject of pension planning. 

A valuable addition to any business li- 


brary ! 
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TIMELY TAX READING 


the deadline for filing corporate income tax 
reports to states is approaching .. . 


Financial executives who read 


APPORTIONMENT AND ALLOCATION 


OF CORPORATE NET INCOME 
FOR STATE TAXES 


will agree with the comment of 
The New York Times 


that it “. . . helps corporations keep abreast of all ‘hodgepodge’ tax 
regulations in every political subdivision in which they op- 


’ 


Ci) | ae ere 


because—of the convenient tabulation of state apportionment factors 
and the allocation of specific items by states 


—of the general analysis of available facts about apportionment 
and allocation factors used by states in levying taxes 


—of the definitions of apportionment or allocation factors as 
set forth by statute, administrative regulations and decisions, 
or as established in leading court decisions 


PUBLISHED 1954 $1.50 
($1.00 to members of Controllers Institute) 


MANAGEMENT PLANNING 
FOR CORPORATE TAXES 


written for executives who ask: 


e@ What sort of internal organization in a large and decentralized enter- 
prise will assure that tax problems are handled most effectively? 


@ What constitutes valid use vs foolish use of retained tax counsel? 
@ How can the controller or tax man be brought into the picture soon 
enough? 
PUBLISHED 1951 $4.00 
($3.00 to members of Controllers Institute) 


CONTROLLERSHIP FOUNDATION, INC. 


One East Forty-second Street * New York 17,N. Y. 
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DITTO "Giles SAVES SIMONIZ 





*This case history, taken from an impartial study, 
can easily be the story of your company... 


“The Ditto order-and-invoice plan prevents errors 
because names, addresses, and items are written 
only once ... saves checking and correction time 
. . . speeds orders to shipping point and so speeds 
merchandise to customers. Ditto plan makes earlier 
payment of accounts receivable resulting in lower 
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interest or carrying charges ... Now just 5 people 
handle what formerly took 15 typists and clerks. 
What is more, our improved forms cost less than 
those we used with bookkeeping machines ...” 
So writes, Mr. H. Carr, Controller, Simoniz Company. 


Let us show you, without obligation, how easily 
Ditto One-Writing System can be adapted to your 
company’s operation. Mail coupon or write us today. 


BWAWBWBWBBBBBRRRRERERREEREER EEE EEE Y 


) 
DITTO Inc.,612S. Oakley Blvd., Chicago 12, III. y 
In Canada: DITTO of Canada, Ltd., Toronto, Ontario 
In Great Britain: DITTO Britain Ltd., London, England s 
At no cost or obligation, please send me more information on # 
how you can save us money, time and effort with the DITTO # 
One-Writing System for : 
(Order Billing (jProduction ()Purchasing-Receiving [jOther ¢ 
(jPayroll CJlnventory Control (Hospital Admittance : 
NIN Rede eR eee ils. th tie nw Sane waded Sen s 
SEE SA Ske eA a A en s 
RR ees lot, Lie a cle CAs had kid cpio heres eevee : 
BOE Saale ee ik bh as Wore .county...... | ae é 
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PRODUCTIVITY 
ACCOUNTING* 


By Hiriam S. Davis 


The measurement of productivity hys 
been largely in the hands of the economi 
statisticians and the industrial engineer, 
There is some evidence, however, that a. 
countants are beginning to feel that they 
also, should concern themselves with pro. 
ductivity, and primarily with measurin 
that of the business enterprise. Included jy 
the book are sections on the use of produc. 
tivity accounting in business, measuring 
the distribution of the savings and losses 
applying productivity accounting and 
questions and answers. 

* Published by Industrial Research Depan. 
ment, Wharton School of Finance and Com. 
merce, University of Pennsylvania, Philadel. 
phia, Pa. $5.00. 





THE IMPACT OF COMPUTERS 
ON OFFICE MANAGEMENT: 
EXPERIENCE IN COMPUTER 
APPLICATION. Office Manage- 
ment Series #136 


Four technical papers by representatives 
of companies which are pioneering ona 
large scale in computer application, plus. 
discussion of the expected effects of office 
mechanization on the white-collar worker. 


* Published by the American Management 
Association, 330 West 42nd Street, New York 
18, N. Y. $1.75 ($1.00 to AMA members). 


CUTTING YOUR 
UNEMPLOYMENT TAXES* 


By Richard J. Potter 


According to the author, the unemploy- 
ment compensation tax represents one of 
the few taxes which could be lowered by 
businessmen with comparative ease if they 
understand the law and also understand 
human relations. The book discusses the 
unemployment compensation program and 
outlines basic steps to hold the tax down 
and to protect the reserve account. 





" * Published by Prentice-Hall, Inc. 70 Fifth 
Avenue, New York, N. Y. $10.00. 


OTHER BOOK ENTRIES 
ELECTRONIC BUSINESS MACHINES—A 
NEw Toot FOR MANAGEMENT. Elec: 
tronic Business Machines, 25 Mancher 
ter Road, Winchester, Mass. $5.00. 


FACTS AND FIGURES ON GOVERNMENT 
FINANCE 1954-55. The Tax Foundation 
Inc., 30 Rockefeller Plaza, New York, 
N. Y. $2.00. 


MUNICIPAL AND GOVERNMENT Ac 
COUNTING. By Irving Tenner. Prentice: 
Hall, Inc., 70 Fifth Avenue, New Y ork, 
N. Y. $8.65. 
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PHOTOSTAT 


(REG. U. S. PAT. OFF.) 





PHOTOSTAT 
INSTANT COPIER 


ee 


@ Makes copies ready for immediate use. 


@ Makes 3 or more black-on-white copies up 
to 81/2" x 14” in one minute on plain paper. 


® Takes up less than two square feet on desk 
or table . . . or stand can be furnished. 


® Can be used under normal office lighting by 
anyone at any time. 


® Is unequalled in flexibility and versatility. 


@ Fully guaranteed by Photostat Corporation. 


Today . . . more than ever before... 
PHOTOSTAT CORPORATION $sstands 
ready to serve you with photographic 
copying apparatus and material of the 
very highest quality. From the small 
Instant Copier to the large, completely 
automatic continuous models, you can be 
properly equipped to handle your par- 


PHOTOSTAT is the registered trade mark 
of PHOTOSTAT CORPORATION 





has these answers 
to Small or Medium-Sized 


CORPORATION o ffice Copying Problems 





PHOTOSTAT 
MODEL JUNIOR 





@ Occupies same floor space as the average 
office desk, 48’’ x 52”, height 52”. 


@ Comes complete with lens and prism, lamps, 
developing and fixing apparatus. 


® Copies at original size subjects up to 81/2" x 
11’... or reduces from originals as large as 
14” x 18”. 


® Bookholder, Solenoid Shutter Control and Deep 
Dark Box available as extra equipment. 


@ May be easily operated by office personnel 
and under normal office lighting. 


ticular needs most efficiently and econom- 
ically with the same permanent, errorless 
copies . . . erasure-proof, water-proof, and 
fraud-proof .. . that set the standard of 
good photographic copying the world over. 
You will be amply repaid if you get full 
details before purchasing any office photo- 
copying equipment. Write to 


PHOTOSTAT CORPORATION 


305 State Street, Rochester 14, New York 
Service offices in most principal 
cities and in Toronto, Canada 
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now XEROGRAPHY ------. 


cuts duplicating costs in a wide variety of 
SYSTEMS APPLICATIONS 


Mt Bausch & Leak *s 


e Send for these case histories 


1. Progressive Report Writing at Blaw-Knox Company 
2. Production Control System at Bausch & Lomb Optical Co. 
3. Production Order Writing at Wallace Barnes Company 


In addition to the hundreds of applications in gen- 
eral duplicating, xerography is becoming increas- 
ingly important in systems procedures. Blaw-Knox, 
Bausch & Lomb and Wallace Barnes are using xerog- 
raphy and offset duplicating to cut duplicating costs 
in their specific applications. The versatility of 
xerography is shown in three completely different 
procedures explained in detail in the case history 
folders available on request. 

These companies are only a few of the many 
hundreds in business, industry and government 
using the magic of xerography to speed the flow of 
paperwork and to cut duplicating costs. 

Anything written, typed, drawn or printed can be 
reproduced with photographic accuracy in about 3 
minutes onto an offset paper master for runoff of 
multiple copies on an offset duplicator. Original 
copy may be enlarged, reduced or reproduced same 
size by xerography in XeroX® copying equipment. 
Copies can be made from one or both sides of 
original material by xerography. 

For use in diazo type machines, translucent inter- 
mediates can be made from any original subject in 
the same speedy way. 


THE HALOID COMPANY 


55-72X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


ORY. 0b coleretig 5 » Optical Co 





| The fastest, cheapest, most versatile way fo make masters for 
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Original is copied onto 
paper master by xerog- 
raphy in less than 3 
minutes. 





Paper master is placed 
on offset duplicator to 
produce multiple copies. 










Annual Report's Big Role 


Winning more understanding partners 
for American business is the vital function 
of the annual report of our corporations 
according to Dr. Albert K. Chapman, pres. 
ident of Eastman Kodak Company. In a. 
cepting the award for the best annual re. 
port in the tenth competition recently 
sponsored by Financial World, Dr. Chap. 
man stated that no other single item of 
business literature is required to convey 
so much understanding of so many sub. 
jects to so many people as the annual cor. 
porate report. The Eastman report was the 
winner from among some 5000 reports en. 
tered and judged by an independent board, 

Other winners in the annual competi- 
tion included Allied Chemical & Dye Cor. 
poration for best of manufacturing indus. 
tries; International Shoe Company, St, 
Louis, for consumer goods industries: 
Denver & Rio Grande Western Railroad, 
for transportation industries ; Girard Trust 
Corn Exchange Bank, Philadelphia, for 
financial institutions; Central & South 
West Corp., Wilmington, Delaware, for 
public utilities; American & Foreign 
Power Co., Inc., for companies doing busi- 
ness in Latin America; and Shawinigan 
Water & Power Co., Ltd., Montreal, for 
Canadian companies. 

The report to shareholders issued by 
General Electric Company, following its 
annual meeting, was judged best of its 
classification for the fourth consecutive 
year. 


New Photo-Copying Machine 


A line of nine-second-per-item photo- 
copying machines, capable of saving the 
country’s offices $1 million every day, 
has been introduced by Cormac Indus- 
tries, Inc. of New York. The machines 
now available are said to be the lightest, 
fastest, least expensive and first portable 
models of their kind. Principal users are 
expected to be large manufacturing con- 
cerns, insurance companies, banks, gov- 
ernment agencies, and the ‘‘ordinary av- 


erage-size office with much copying, 


work now being performed by typists. 

All new machines operate on the prin- 
ciple of full automation, and no “wet 
manual handling is required from inset- 
tion to the outcome of the finished copy. 


Increase in Professional 
Secretaries 


According to the National Secretaries 
Association there are now 582 Certified 
Professional Secretaries in the U. S., mostly 
in New York, ILlinois, Texas, Ohio, Cali 
fornia and Michigan. To qualify, a secte 
tary 25 years or over must pass a 12-hout 
examination covering everything from hw 
man relations to office accounting. While 
the test is open to both sexes, only one maa 
to date has passed the exam. 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Los Angeles 

The Speakers Hospitality Committee for 
the 1955 Annual National Conference of 
Controllers Institute of America gets off 
toa flying start on planning its activities 
for the meeting to be held November 6-9, 
1955, at the Statler Hotel. Plans are also 
being made by the Program Committee 
to have studio tours for Institute members 
and their wives attending the Conference. 

Standing left to right are: IVAN BETTs, 
sudio controller, Universal Pictures Co., 
Inc. (Speakers Hospitality Committee 
chairman) ; DUDLEY E. BROWNE, comp- 
troller, Lockheed Aircraft Corporation 
(Conference General chairman); BEN 
MAKELA, assistant secretary, Controllers 


Institute; ELMER H. PaRapIeES, control - 


manager, United States Rubber Com- 
pany (Speakers Hospitality Committee) ; 
GrorGE GREEN, controller, California In- 
stitute of Technology (Speakers Hospi- 
tality Committee) ; and WILBuR R. AN- 
DRESON, assistant general manager, Be- 
kins Van and Storage Co. (Conference 
vice chairman). 


Toronto, Canada 


Members of the Hamilton and Toronto 
Controls of Controllers Institute, co-spon- 
sors of the 1955 Eastern Regional Con- 
ference, met in Toronto at the Royal York 
Hotel, site of the Conference scheduled 
for April 28-30, to review the special 
events being planned. Seated left to right 
are: ANTHONY C. HILL, secretary-treas- 
ut, Wilkinson-Kompass Limited, Ham- 
ilton (Speakers Hospitality); JOHN C. 
MACMICKING, comptroller, Thompson 
Products Ltd., St. Catherines (Finance); 
E. P. McGavin, treasurer, Hayes Steel 
Products, Ltd., Merritton (President, 
Hamilton Control); W. S ROTHWELL, 
treasurer, Abitibi Power & Paper Co., 
Limited, Toronto (Program); Harry J. 
Way, comptroller, S. S. Kresge Company, 
limited, Toronto (Co-chairman); MAL- 
COLM §. SUTHERLAND, secretary-treasurer, 
Burlington Steel Co., Limited, Hamilton 





(General chairman) ; JOHN T. SCARLETT, 
secretary-treasurer, Cosmos Imperial Mills, 
Ltd., Hamilton (Secretary); JOHN F. 
KIDNER, comptroller, Canadian Oil Com- 
panies Limited, Toronto (President, To- 
ronto Control); H. A. AGAR, comptroller, 
Gair Company of Canada Ltd., Toronto 
(Ladies Activities) ; F. R. BOYNTON, sec- 
retary-treasurer, Provincial Paper Ltd., To- 
ronto (Housing); J. H. REID, vice presi- 
dent-finance, Standard Paving and Mate- 
rials Ltd., Toronto (Entertainment). 
Standing left to right are: EDWARD 
GARSIDE, secretary-treasurer, N. Slater 
Company Limited, Hamilton (Speakers 
Hospitality); E. GLOVER Howe, secre- 
tary-treasurer, The Hamilton Cotton Com- 
pany, Ltd., Hamilton (Publicity); FRED 
W. CROSSLEY, treasurer and controller, 
The Coleman Lamp and Stove Co., Ltd., 
Toronto (Reception) ; GEORGE F. PLUM- 
MER, assistant general manager, Dunlop 


Rubber Company, Limited, Toronto (Re- 
ception); KerITH L. HAMER, secretary- 
treasurer, Addressograph-Multigraph of 
Canada Limited, Toronto (Registration) ; 
ROGER I. PRIDDLE, comptroller and secre- 
tary, Grand & Toy Limited, Toronto (En- 
tertainment); H. A. E. ALEXANDER, vice 
president and secretary, General Foods 
Limited, Toronto (Arrangements); J. 
GRANT MCKNIGHT, comptroller and sec- 
retary, Shirriff’s Limited, Toronto (Ar- 
rangements); NORMAN H. PENNEY, 
comptroller, Lever Brothers Ltd., Toronto 
( Arrangements); F. E. ARMSTRONG, 
comptroller, The Kendall Co. (Canada) 
Ltd., Toronto (Reception); A. R. Mac- 
CALLUM, Vice president-finance, Standard 
Sanitary and Dominion Radiator Ltd., 
Toronto (Housing); and Gorpon E. 
GRUNDY, vice president, The Studebaker 
Corporation of Canada, Ltd., Hamilton 
(Program). 
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Corporation Giving 

American business is increasing its fi- 
nancial support to private colleges and 
universities. Formerly, corporation grants 
were usually limited to money for a re- 
search job or training of scientists and 
technicians, but now there is a trend to- 
wards outright gifts in the form of schol- 
arships or other special purpose contribu- 
tions and grants with no strings attached. 
In 1948, business contributed $40 mil- 
lion to higher education while in 1953 
the gifts totaled $58 million. Some cor- 
porations reason that if they do not make 
outright gifts, they will have to pay 
equivalent or higher amounts in the form 
of taxes for state supported schools. Con- 
trollership Foundation’s book digest, 
“Corporation Giving’ (price 50¢) is a 
factual report of how corporations in the 
United States are recognizing increasingly 
that efficient social welfare work, educa- 
tion, and research deserve a degree of fi- 
nancial support from them, especially in 
the communities where they employ many 


people. 





~ CONTROLLERSHIP INFORMATION SERVICE 


OLA 


This Electronic World 

The Philadelphia office of the Pennsyl- 
vania Railroad has opened up a speeded- 
up ticket and rail reservations center using 
Western Union's latest facsimile equip- 
ment. Electronic and mechanical aids are 
used for over-the-counter ticket sales, 
phone reservations and answering in- 
quiries. A large illuminated display panel 
shows at a glance all Pullman accommoda- 
tions available a week in advance on 23 
principal trains to 28 destinations. When 
a reservation is ordered, the ticket is placed 
in the new high-speed Ticketfax machine 
and is immediately reproduced as a Pull- 
man or reserved seat coach ticket. The 
reservation is also reflected in the illumi- 
nated display panel. 


The Census Bureau will use a Reming- 
ton Rand Univac to produce its monthly 
foreign trade statistics. Census officials 
hope that the preliminary monthly data 
will be available by the 25th of the follow- 
ing month, with final trade figures avail- 
able by the tenth of the second month fol- 


RAILWAY ACCOUNTING 


Editors, THE CONTROLLER: 

I recognize that it is impossible for 
you to cover, in your magazine, technical 
subjects on specific industries, but I won- 
der whether THE CONTROLLER or Con- 
trollership Foundation has ever published 
anything dealing with railway accounting. 


- i. 


Neither THE CONTROLLER nor Control- 
lership Foundation has published anything 
on this specific subject. The Controllership 
Information Service, however, has compiled 
the following list of titles which may be of 


interest: 


Railway Accounting Rules: Mandatory and 
Recommendatory Accounting Rules and Forms 
of Order. Association of American Railroads, 
Accounting Division, 330 Transportation Build- 
ing, Washington 6, D. C., October 1, 1952, 
362 pp. 


Uniform Svstem of Accounts for Steam Rail- 
roads. Association of American Railroads, Ac- 


THE CONTROLLER........ ee 


counting Division, 330 Transportation Building, 
Washington 6, D. C., February 1, 1951, 270 pp. 


Bailey, Henry H. (ed.), “Railroads,” Spe- 
cialized Accounting Systems. John Wiley & 
Sons, Inc., 440 Fourth Avenue, New York 16, 
N. Y., 1951, 359-95. 


Kennedy, R. D., & McMullen, S. Y., ‘‘State- 
ments of Railroads.” Financial Statements— 
Form Analysis and Interpretation, Richard D. 
Irwin, Inc., 1818 Ridge Road, Homewood, IIli- 
nois, 1952, 457-95. 


D. Philip Locklin, ‘Railroads Accounts and 
Accounting Regulation,’ Economics of Trans- 
portation. Richard D. Irwin, Inc., 1818 Ridge 
Road, Homewood, Illinois, 1951. 


Uniform System of Accounts for Railroad 
Companies. Prescribed by the Interstate Com- 
merce Commission, effective October 1, 1952. 
Government Printing Office, Washington 25, 
1G, 1952,032 pp. 


“United States Railroad Administration Pub- 
lications: A  Bibliography.’’ Association of 
American Railroads, Bureau of Railway Eco- 
nomics, 330 Transportation Building, Wash- 
ington 6, D. C., 1952, 212 pp. —The Ediiors 
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lowing. Under the present set-up, the pre. 
liminary figures are not available until the 
tenth of the second month following with 
the final figures available some two weeks 
later. 


Budgeting Research Costs 

Since the end of World War II, private 
industry has spent more than $10 billion 
for scientific research. Not included in tha 
figure are the tremendous sums the Fed. 
eral Government provided for scientific 
and industrial research. According to Dr, 
Paul Schwartzkopf, president of | the 
American Electro-Metal Corporation, “te. 
search will revolutionize our economy 
within the next ten years, create new prod. 
ucts, new processes, new enterprises and 
millions of new jobs.” 

It will also continue to provide for cor. 
porate controllers and financial officers, 
many problems in the control of engineer. 
ing, research, and development expendi- 
tures. In that connection, some recent ob- 
servations by Roger Williams, vice presi- 
dent of E. I. du Pont de Nemours & Co, 
are pertinent. He pointed out that proper 
budgets for research spring from well-con- 
ceived programs and not from blind fol- 
lowing of rules or percentages. 

“A good research program,” he stated, 
“is the end product of rigorous survey, 
analysis and selection. In its preparation, 
first comes a survey of needs and oppor- 
tunities, resulting in clear definition of ob- 
jectives. Next, there must be a realistic 
analysis of the adequacy of the ideas and 
means available to reach each defined ob- 
jective. Finally, the program for the 
budget period is formulated by highly se- 
lective choice among objectives, taking 
relative importance, relative timeliness, 
and relative feasibility all into account. 
The conversion of that program into dol- 
lars by multiplying programmed man-yeats 
will yield that budget which is justified by, 
and adequate for, the current needs and 
opportunities of the business. 

“Only thereafter, if ever, should such 
crude yardsticks as ‘research expenditure 
as per cent of sales’ be applied. Even then, 
such measurements must be subordinated 
to business judgment. The financial re- 
sources of the business may be such that a 
smaller budget is enforced. On the other 
hand, the mere availability of ample finan- 
cial resources should never be reason to 
increase a budget beyond the figure neces- 
sary to support a research program deter- 
mined as has been outlined.” 

All this holds interest to members of 
Controllers Institute who recently received 
a newly published booklet, ‘Improving 
Profit Through Cost Control,’’* in which 
were included papers by Leon C. Guest, 
Jr., Fred Olsen, C. B. Rosane, and J. W. 
Gladson, discussing the financing and con- 
trol of corporate research programs. 


* (Available from Controllers Institute, One 
East Forty-second Street, New York 17, N. Y. 
at $1.00 per copy.) 
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Higher Taxes Foreseen 
for Higher Education 

If business firms do not voluntarily go 
to the aid of higher education, according 
to a recent McGraw-Hill editorial, there 
is every prospect that they will soon be 
providing more financial support for 
higher education involuntarily, through 
taxation. 

It was pointed out, that in order to keep 
going at all, the independent institutions 
have been forced to make large increases 
in the prices they charge for tuition. Since 
1940, these schools have raised their tui- 
tion fees by an average of about 60% 
which is much greater than the increase in 
fees charged by tax-supported schools. 
That price differential tends to shunt stu- 
dents into schools that are chiefly sup- 
ported by taxes. Independent schools now 
average $580 per year for tuition while 
tax supported schools average about $2.40. 

The shift in enrollment, according to 
the editorial, is significant. In the fall of 
1952 tax-supported schools enrolled 
7.5% more students than independent in- 
stitutions; in 1953 this percentage was 
doubled; and in 1954 they enrolled 26% 
more students. If the trend continues, it is 
anticipated that in 1960 two-thirds of col- 
lege students will be in tax supported 
schools which will mean a rise in the tax 
bill for tax-supported education. 


Pension Funds Coming 
into Investment Market 


During the first two and a half months 
of 1955, 415 employers having approxi- 
mately 500 of the 27,000 private retire- 
ment plans now in effect will be contribut- 
ing about $600 million to their trust funds 
and insurance companies for investment, 
according to a report compiled by the 
Employe Benefit Plan Review Research 
Reports, Chicago. An average annual con- 
tribution of $1.28 million to employes’ re- 
tirement plans was reported by 510 com- 
panies. For 208 companies, which pro- 
vided data on both their past service and 
future service contributions, 68% of the 
total contributions represented credits for 
future service. 


Cost of Financing 


Interest rates charged by specialized fi- 
nance companies in 1953 were about ten 
pet cent under 1952, and approximately 
2) per cent under 1950, according to a 
study recently released. The author of the 
study, Theodore H. Silbert, president of 
Standard Factors Corporation, pointed out 
that although the cost of financing has de- 
clined steadily, this has been in contrast to 
the generally rising costs of doing business 
in recent years. Total financing volume 
of the more than four thousand com- 
panies in the specialized finance business, 
according to figures published in Ameri- 
tan Banker, were at a record peak of $32 
billion in 1953, 
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SAUCE 


How ins 





re Business Form 


takes the place of 5 


—and helps speed Musselman’s 
fine food products to your 
table at the same time! 


The C. H. Musselman Company, 
Biglerville, Pa., famous as a packer 
of fine food products, has been a 
customer of Baltimore Business 
Forms for many years. Recently, 
our experts devised a way to incor- 
porate five different forms—invoice, 
railroad bill of lading, truck bill of 
lading, shipping order and factory 
release form—in one. Result: Less 
paper work, speedier invoicing, and 
most important, faster shipment of 


the company’s products to your 
grocer—and your dinner table! 


WHAT’S YOUR PROBLEM? 


Since 1916, Baltimore Business 
Form’s design and manufacturing 
experts have solved countless prob- 
lems in serving over 60,000 of the 
nation’s leading business houses. 
Our wealth. of experience in design- 
ing forms to fll specific require- 
ments ideally qualifies us to help 
you. Remember, often a single sug- 
gestion may save hundreds... even 
thousands . . . of dollars for your 
company. So, write us for help in 
solving your business forms prob- 
lems. No obligation, of course. 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Baltimore Salesbook Company 





The Baltimore Salesbook Company, 3140 Frederick Avenue, Baltimore 29, Md. 
We are interested in seeing samples of Baltimore Business Forms. 
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... just phone 
manpower Sue... 








Dial your 
problems 
away. Manpow- 
er, Inc., will 
solve all of your 
temporary and 
peak period 
problems. 
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© ¥%& Telephone Secretarial Service 
|) %& Loading and Unloading 
| %* General Labor — Factory Work 


YOU SAVE COSTS BECAUSE ... man- | 
power handles all payroll, record 
keeping, taxes and insurance. You {| 
ELIMINATE advertising costs, work- | 
men’s compensation and unemploy- | 
ment compensation claims. ‘ 
) USE OUR PERSONNEL and EQUIPMENT 
|... for 4 hours, a day, a week, a 
month, or longer. You pay only for 
hours actually worked. No Holiday 
or sickpay and no fringe benefits. 


i our rates are 
CaM ubloday amazingly low! 


Write Dept. CO-3, Manpower, 
Inc., Milwaukee 3, Wisconsin for | 
free booklet. 

"Get that 


3 C] job done.” 


























Over 40 Branches 
Coast to Coast 


manpower 
inc. 


Nation’s Largest Complete 
Business Service 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


PROMOTIONS .. . 

Edwin E. McConnell (#817-1936), con- 
troller since 1941 and a director since 
1951 of Norton Company, Worcester, 
Mass., has been elected treasurer succeed- 
ing William J. Magee, who retired on 
February 1, 1955. He was also appointed 
to the executive committee. Mr. McCon- 
nell served as president of the Boston 
Control of Controllers Institute, 1943-44; 
as a national vice president, 1944-45; as 
a national director, 1944-47; and as na- 
tional president, 1945-46. After serving as 
a representative of the Institute on the 
Advisory Council on Federal Reports from 
1943-49 and 1951-54, he was appointed 
that Council’s national chairman in 1953. 
He is also chairman of the Accounting 
Council of the Machinery and Allied 
Products Institute. 


William H. Perks (#4516-1949), assist- 
ant controller of Norton Company since 
1948, was appointed controller to succeed 
Mr. McConnell and was elected a director, 
replacing Mr. Magee on the Board. He 
was also appointed to the executive com- 
mittee. Mr. Perks is a vice president of the 
Boston Control of Controllers Institute; 
an advisory panel member of the Insti- 
tute’s national Committee on Education 
and a member of the National Research 
Liaison Panel of Controllership Founda- 
tion. . . . John F. Dingle, a member of 
the controller’s staff since 1947, has been 
named assistant controller. He is secretary 
of the Worcester Chapter of the National 
Association of Cost Accountants. 


Edward V. McDonough, manager of 
cost accounting at Pitney-Bowes, Inc., 
Stamford, Conn., has been appointed 
comptroller effective April 1, 1955, suc- 





MR. PERKS MR. McCONNELL 


ceeding Frank H. Van Duzer (#3632. 
1946), who has resigned to become comp. 
troller of Daystrom, Inc., Elizabeth, N. J, 
on the same date. . . . Robert W. Fischer 
(#5559-1952), assistant comptroller, First 
National Bank of Minneapolis, has been 
promoted to vice president. Mr. Fischer is 
president of the Twin Cities Chapter of 
the National Association of Cost Ac 
countants. . . . William M. Hall (#6312. 
1954), comptroller, assistant treasurer and 
assistant secretary, Lipe-Rollway Corpora. 
tion, Syracuse, N. Y., is now treasurer and 
assistant secretary. 


ADDITIONAL DUTIES .. . 

C. R. Fay (#3408-1945), president of 
Controllers Institute of America, 1954-55, 
and comptroller of Pittsburgh Plate Glass 
Company, Pittsburgh, Pa., since 1944, has 
been made vice president and comptroller. 
Mr. Fay, who served as president of the 
Pittsburgh Control, 1950-1951, has also 
served as a member of the Advisory Com- 
mittee on Cost Justification for the Federal 
Trade Commission since 1953. He will be 
one of the speakers at the coming Seven- 
teenth Annual Institute on Accounting to 
be held at the Ohio State University, May 
19 and 20.... Herman G. Berdolt 
(#2993-1944), controller since 1946 of 
Greenwich Savings Bank, New York, has 
been elected vice president and control- 
ler. . . . Carl M. DeBuck (#917-1937), 
comptroller, the Union Central Life Insur 
ance Company, Cincinnati, Ohio, is now 
vice president-comptroller of the company. 
. . . Harry F. Jopp (#709-1936), secre 
tary and treasurer since 1938 of Dicta- 
phone Corporation, Bridgeport, Conn., has 
been elected a vice president but will con- 
tinue to serve in his former posts as well 
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NEW CONNECTIONS .. . 


Charles W. Guy (#4074-1947) has 
been appointed vice president of Texas 
Natural Gasoline Corporation, Tulsa, 
Oklahoma. He was formerly vice president 
of General Gas Corporation, Baton Rouge, 
Louisiana. . . . Clough Venable (#4643- 
1949), formerly assistant controller, Men- 
el Co., Louisville, Kentucky, has joined 
Morton Packing Company, of the same 
city as controller. . . . Raymond H. Stud- 
ley (#3425-1945 ) is now controller of 
Vita-Var Corporation, Newark, N. J. He 
was formerly with Fisher Scientific Com- 
any, Eimer and Amend Division, New 
York, as treasurer. 

Russell Mowry (#2998-1944) has taken 
over the duties of controller of Barclay 
and Company, Inc., Seattle, Washington. 
He was formerly with the Pacific Dredg- 
ing Company, Okinawa Engineer District. 
_.. Harold A. Snyder (#3862-1947) is 
now controller of Vermont Marble Com- 
pany, Proctor, Vermont. . . . Raymond 
G. Leugers (#5235-1951), formerly as- 
sistant treasurer, Pal Blade Co., Inc., New 
York, now assistant treasurer, Roller 
Smith Corporation, Bethlehem, Pa... . 
Stanley T. Crossland (#4665-1949) has 
been elected vice president and treasurer 
of the Texas Company, New York. He 
was formerly vice president and treasurer 
of Ethyl Corporation. . . . Robert G. 
Rankin (#6414-1954), assistant control- 
let, Texas Company, has been named to 
the new position of director of the budget. 

Joseph J. Koster (#4944-1950), assist- 
ant treasurer, Mills Industries, Incorpo- 
rated, Chicago, Ill., has joined Grand 
Sheet Metal Products Company, Melrose 
Park, Ill., as controller. . . . Carl Dautel 
(3270-1945), formerly treasurer, Harris 
Products Co., Cleveland, Ohio, is now 
treasurer of Fawick Corporation of the 
same city. . . . Ernest N. Chamberlain 
(#4310-1948) is now vice president in 
charge of all operations, including sales 
and manufacturing for Botany Mills, Inc., 
Passaic, N. J. He was formerly vice presi- 
dent, general manager and _ treasurer, 
Goodall-Sanford Inc., Sanford, Maine. 


CANADIAN CONTROLLERS .. . 

W. P. Carr (#4903-1950), treasurer and 
comptroller, Building Products Ltd., 
Montreal, Quebec, Canada, is now assist- 
ant to the executive vice president, A. C. 
Leslie & Co. Limited of the same city. . . . 
W. Angus Smyth (#5676-1952), formerly 
controller, Armstrong Cork Canada Lim- 
ited, Montreal, Quebec, Canada, is now 
Vice president and treasurer of Rose & 
laflamme Limited of the same city. . . . 
Bert H. McGill (#3675-1946), vice presi- 
ent and general manager, Toronto Hard- 
wate Manufacturing Co., Ltd., Toronto, 
Ontario, Canada, is now president and 
general manager of the Eclipse Fuel Engi- 
feering Company of Canada, Limited, of 
the same city. 
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EXTRACURRICULAR ACTIVITIES .. . 


H. Oscar Donner (#9-1931) is serving 
as a special assistant on the Committee of 
American Industry of the National Fund 
for Medical Education. . . . Joseph B. 
Lanterman (#2136-1942), vice president 
in charge of the Finance and Legal Divi- 
sions, American Steel Foundries, Chicago, 
Ill., addressed the monthly meeting of the 
Federal Government Accountants Asso- 
ciation, Chicago chapter, on December 14, 
on the “Functions of the Controller in 
Industry.” . . . Clarence W. Snyder 
(#3548-1946), controller, John A. Roe- 
bling’s Sons Corporation, subsidiary of 
the Colorado Fuel and Iron Corporation, 
Trenton, N. J., addressed the opening 
session of the Fifth Annual Accounting 
Conference of the School of Business, 
Rutgers University, in New Brunswick, 
N. J. on November 30. His subject was 
“Interpreting Figures for Operating Man- 
agement.’ The conference was co-spon- 
sored by the NACA, Controllers Institute 
and the New Jersey Society of CPAs. 

John C. Naylor (#589-1935), execu- 
tive vice president and secretary-treasurer, 
Pet Milk Company, St. Louis, Mo., has 
been appointed a member of the Con- 
servation Subcommittee on Governmental 
Relations of the National Association of 
Manufacturers’ Committee on Conserva- 
tion of Renewable Natural Resources. He 
has also been appointed a member of the 
Executive Committee of the Board of 
Trustees of the Nutrition Foundation, 
Inc., New York. Mr. Naylor has been a 
trustee of the organization for several 
years. He served as national president of 
Controllers Institute, 1943-44, 








Obituary 





JOHN W. CRAWFORD (#3106-1944), 
secretary-treasurer of DeBardeleben Coal 
Corporation, Birmingham, Alabama, died 
of a heart attack on December 22, 1954 at 
the age of 64. 


J. EpwarD HEBERLE (#1128-1938), 
former vice president and controller, Capi- 
tal Transit Com- 
pany, Washing- 
ton, D. C., died 
on December 22, 
at the age of 68. 
He was affiliated 
with Capital 
Transit from the 
organization of 
the company in 
1933 until his 
retirement in 
1951. Mr. Heberle at one time served as 
president of the American Electric Rail- 
way Accountants Association and was 
president of the District of Columbia 
Control of Controllers Institute, 1946-47. 
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BUSINESS CONSULTANTS 


Their Uses and Limitations 


The third printing of this report is the result 
of renewed interest in the subject and cita- 
tion, in several management publications, of 
the study as the authoritative source of in- 
formation about uses and limitations of busi- 
ness consultants. Order your copy now— 


$3.00 


CONTROLLERSHIP FOUNDATION 
1 East 42nd St. * New York 17, N. Y. 
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Provides the last 
word in. property 


control... 


e@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 
property control. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 
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Accounting and Budgeting for Social Agencies 


(Continued from page 121) 


received or accrued from such investment. 
The investment valuation would be over- 
stated if a depreciation reserve were not 
set up and obviously ‘‘permanent’’ funds 


would be dissipated. 


CASH OR ACCRUAL 
BASIS OF ACCOUNTING 

Every set of books should be kept in the 
manner which best reflects the operation 
for the particular social agency. Generally, 
the books are maintained on a modified 
cash basis. In the case of our organization, 
The Syracuse “Lighthouse,” whose books 
close on December 31, we usually receive 
donations in January which were meant 
for December. Such items are accrued as 
December transactions. 

An agency operating on a cash basis may 
desire to place expenses applying to the 
current period upon its cashbook by pre- 


*OPPORTUNITIES« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





HELP WANTED 





EXECUTIVE ACCOUNTANT 
Position as assistant to chief financial off- 
cer of U.S. owned corporation in Cuba. Ex- 
cellent opportunity. Must have complete com- 
mand of Spanish. Public accounting experi- 
ence desirable, C.P.A. preferred. Give age, 
marital status, experience, and salary require- 
ments in replying. Box 2166. 





SITUATIONS WANTED 





CONTROLLER-TREASURER 
OR ASSISTANT 
Controller, 39, with office management, public 
accounting, taxes, insurance and strong sys- 
tems background, seeks career opportunity 
with progressive firm. Box 2165. 


EXECUTIVE-CONTROLLER 


Now employed as vice president-general man- 
ager in charge of accounting and production. 
Interested in areas around St. Louis, Mo.; 
western Michigan; or eastern Wisconsin. Age 
43, college graduate. Box 2167. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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paring checks for all these expenses, even 
though that procedure may leave the insti- 
tution technically with a ‘‘cash credit bal- 
ance. 

In some agencies the need for calcu- 
lation of costs and enforcement of con- 
trols makes it desirable that the income 
and expenses be recorded as earned or 
incurred thus they shall be obliged to use 
the accrual method of accounting. 


EXEMPTION FROM TAXATION 

Social agencies are free from the bur- 
dens of taxation but they have the respon- 
sibility of securing that exemption where 
action is necessary. 

The United States Internal Revenue 
Code under Section 101 (6) permits the 
exemption of a social agency from taxes 
on its income. Agencies can establish their 
right to this exemption by completing and 
filing Form 1023, Exemption Application, 
with the Director of Internal Revenue. A 
copy of the Certificate of Incorporation, as 
well as, a classified statement of receipts 
and disbursements during the last com- 
plete year of operation and a complete 
statement of assets and liabilities as at the 
end of that year are also required. Organi- 
zations granted an exemption under Sec- 
tion 101 are generally required to file an- 
nually Form 990 showing income and its 
disposition, as well as, a balance sheet. Un- 
der the 1954 law the following are some 
types that are not required to file Form 
990: (1) religious, (2) educational and 
(3) charitable organizations. 

Agencies meeting federal requirements 
for exemption from income tax are likely 
also to be exempt from New York State’s 
income, franchise or unincorporated busi- 
ness taxes. 

Real property of corporations or asso- 
ciations organized exclusively for chari- 
table, educational or religious purposes is 
exempt from taxation in New York State 
when the property is used solely for carry- 
ing out one or more of the purposes of the 
organization. 


WITHHELD AND PAY ROLL TAXES 

Federal Income Tax must be withheld 
from employes of a social agency. 

Employes of a social agency, since July 
1, 1951, can receive the benefits of old-age 
pensions if the Board of Directors of the 
nonprofit organization approves of it. If 
the plan is adopted, then the regularly 
quarterly reports must be filed with the Di- 
rector of Internal Revenue. The tax for 
this benefit is deducted from their salaries 
or wages just like any other covered em- 
ploye. 

Social agencies are not subject to state 
or federal unemployment insurance nor 
are they subject to the compulsory provi- 


sions of the New York State Disability 
Benefits Law. 

Returns of information at source, fed. 
eral and state, must be filed as in the case 
of any commercial enterprise. 

The federal tax on admissions should he 
included in the total amount charged for 
attendance at all entertainments or other 
events conducted under the auspices of the 
social agency, however, certain admissions 
are exempt where proceeds inure excly. 
sively to benefit of churches, educational, 
charitable, or similar organizations, 

Excise taxes paid by retailers on sales, 
such as jewelry, furs, luggage and toilet 
preparations apply also to sales made to 
social agencies. The Syracuse “‘Lighthouse” 
sells wallets and other leather goods and 
it must collect the excise tax on these atti- 
cles. Quarterly reports of the excise tax 
collections and payment of these sums are 
made to the Director of Internal Revenue, 

A charitable organization located ina 
city or county which has a retail sales tax 
should obtain a letter of exemption. Copies 
of this letter should be furnished to ven- 
dors so that they may be relieved of the 
obligation to charge on sales to the organi- 
zation. Social agencies are exempt from 
the Syracuse Sales and Use Tax and also 
from New York City’s taxes on gross te 
ceipts and on occupancy. 

For the treasurer, his work at a social 
agency is likely to be his most satisfying 
assignment for he will realize that he is 
dealing with human values, as well as, 
with financial facts. 


Auditors’ Responsibilities After 


Statement Date Clarified 


The American Institute of Accountants 
has published a statement by its Commit 
tee on Auditing Procedure describing the 
responsibility of an auditor for discover: 
ing and disclosing events which occur of 
become known after the date of the finan- 
cial statement but before the date of the 
report. 

The Committee states that the auditor 
should disclose such events, if he knows 
of them, when they directly affect the fe 
nancial statements, or have other effeds 
which make disclosure advisable (such a 
mergers or serious damage from fire). 

The statement indicates that the auditor 
ordinarily has no responsibility for apply 
ing auditing procedures to transactions 0¢ 
curring after the balance sheet date, except § 
for certain procedures which are a part of 
his examination of statements and a 
counts as of the balance sheet date. 

The statement also expresses the Com 
mittee’s opinion as to what should constr 
tute a “reasonable investigation” by a 
independent public accountant under the 
requirements of the Securities Act of 19337 


x 
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